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Financial Group, Inc.

BancTrust Financial Group. Inc., is a multi-bank holding
company headquartered in Mobile, Alabama.

BancTrust:
BancTrust Financial Group, Inc.
100 Saint Joseph Sireet
Mobile, Alabama 36602
251.431.7800

L

BancTrust’s common stock irades on the
Nasdagq Small Cap Stock Market® under the symbol BTFG.

Transier Agent:
Registrar and Transfer Company
10 Commerce Drive
Crantord, New Jersey 07016-3572
1.800.866.1340

This Annual Report reflects the consolidated financial position and results of operations of the Company,
with all significant intercompany transactions eliminated.

www.banctrustfinancialgroupine.com



Over the past two decades, smart banking and community relationships have taken our bank farther than just down
the street. As we have grown, now with 33 branches in Alabama and Northwest Florida, the principles upon which this

solid institution was founded have become traditions embedded in the fabric of its culture.

It is in the heart of BancTrust’s people where we find the drive to continue our contributions to the communities we
serve. This annual report highlights a few examples of this commitment to service. Each case history is a snapshot of a
person, foundation or service where our company’s best attributes are revealed. These stories are picture-perfect proof
that our future will continue to honor the traditions which are most important. And those traditions are fosterea by
our people. For it is the people of BancTrust who know, honor and connect with our community. Our growth has been

measurably great, but our core values, traditions and interest in our customers never change.
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Deegr Shareholders

We are pleased to report that 2004 was a stellar year. Foremost amaonng our many accomplishments was the successful
completion and integration of our menger with CommerceSouth, ne., whic set the foundation for our ontstanding
performance.

We achieved doubledigl growth fn both deposits and loans. We ended 2004 wih assets of $1. 1 1 b, reflect ing growth
ol 1006 pereent from a year carlier. Further, we held non-nlerest expenses (o an herese of only 0.2 pereents @mﬂun«ﬂﬁmg ihe
purchase of (e CommerceSoul banks,

Credit quality. as always, s of the uimoest fimportance. We are pleased that net chargeof®s decreased 1o 0.28 pereent of our
au\s@mgt loans fnn 2004, Now-performing assets and non-performing loans cach hiacd %ngmn[ﬁmm &{l@ﬂﬂamr declines during the year,
with non-performing assets as a pereentage of loans and other real estate owned standing at 044 pereents and mnomsper (Emumg
loans as @ percentage of loans ending a1 0.86 percent, Both off these percemnages are tle H@w\s@ﬂ fon thie st $ vemrs.

The coverage ratio of the yearend allowance for loan losses (o non-performing loans was in excess of 300 pereent. The 2004
prosylsion to the loan Joss reserve was i excess of S4 million, compared to sightly over $2 million fn 200 )‘”3 ”W}nﬁsz a8 foomnl
prosision was necessilated by rubust loan growth throughout the year. Net income of $11.3 million in 2004 st a record for

our company. On a dilwied Basds, our net income was $1.02 per share versus $0.71 p per share fon 2008, e

As we have previously reported, our menger with CommerceSoutly, Ine., vas & strateghe move (© provide our comygeany

with additional growtl areas, speciiically the Momtgomery-Prativille market in central Alabama and the Nortlwest Florfda
market. We believe that the investment community agrees with our strategy, as our stock price and trading solume both =
showed a significant increase during the year. -

The Bnancial community s constantly faeed with esternal challenges, and we need w be ever mindful of our changlng
eeonomy and sensitive o the regulatory environment fn which we operate. JAs our compauy contines (o grow we must
make certain that we have sullfclent sourees of funds to meet not only our lquidity needs bue o our capiial requirements,
We comtinue (o carefully follow @ very detailed strategie plan which in part focuses on eredit quality, nanctal performance,
growth. atiracting and reoaining superior manket talent, an aggressive marketing sirategy and stateofihean echnology.
This plan was revamped fn carly 2004 and will guide ws going forwad.

We consider integrity and best corporate governanee practices as esseniial ingredients in operating our COMpANY ol &
day-to=clay brasts, Congress and the media have focused much attention on these areas beeause of tlie actions of a few. The
SarbanesOxley Set, passed by Congress fn 2002, requires that management annually assess (he adequacy of the fnternal

s {2

control structure with regard o fnanclal reporting. We have invested considerable time, effort, and money, and we are L
pleased with the successful completion of the first year of compliance wiih this new Jaw. '

Our suecess this past year §s directly attributable w our hardworking and dedicaied @mlpkmmo We are also forwnaie w -
be gulded by an outstanding Board of Drectors, nof only &t the holding company, but in each conmmanity served by our z
banks. Two of our holding company drecton, | jcmness R. Balkeom, Jr. and Rabert M. Dison, Sr. are Mﬂrﬁmg firomm our board, -
These gentlemen were nstrumental §n the suceess of last year's merger and they have made significant contributions to our
company. We are very appreciative for thelr advice, wisdom and years of service. Robert M. Dixon, J5., President off M.C.
Dtssoom Lanmmbver Can. I, T heen selected by (e Boveard of P Directors of BaneTiust Fimancal Gr SO, e @ replace lifs father,
and his name s incuded on the slkate of directors o be voted on at our annual meeting.

We look forward w an excliing year and are appreciative of your investment and ownership in our company. =

Sincerely,

W.Bibb Lamar, Jr.
President and Chief Executive Officer
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employee and encourage them to the highest level of success. In 2004, the Alabama
Bankers’ Association honored one of our own with the 2004 Alabama Outstanding
Young Banker Award. That recipient was James Alexander, a vice president and
commercial loan officer of BankTrust in Mobile. To be considered for this award,
James had to meet several standards. The recipient must be an outstanding banker

and a person who is actively involved in his/her community. Each year, chief executives
and upper-level managers submit the names of deserving individuals, and according

to Dan Bailey, CEO of The Alabama Bankers” Association, “James met all the criteria
of an Outstanding Young Banker.”

e ctioctson
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Each day, James is held in high regard by his peers, respected by his superiors and
appreciated by his customers. But his service to the community extends beyond his
diligent work in the bank. James has been involved with the Boy Scouts of America
since 1978, holding such leadership positions as Lodge Chief, Section Chief, Southeast
Region Chief, Scoutmaster, Council Camping Chair, Cubmaster and Associate Section
Advisor. He is also involved with the University of South Alabama Alumni Association
and has served on its board.

Even before being honored with this award, James had been active with the Alabama
Young Bankers, a division of The Alabama Bankers’ Association, where he has served
in various capacities. James is currently enrolled in Alabama Banking School, a division
of The Alabama Bankers Association where he is the class president.

Together, we at BancTrust Financial, applaud our young banker, james Alexander, for
his continued efforts and service. James is a fine example of the integrity upon which
- - we were founded. He, along with our next generation of associates, builds upon these
traditions as we welcome the future of our bank.

Pictured: Mike Johnson, Bibb Lamar,
James Alexander and Mike Fitzhugh
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One of the greatest joys in life is the knowledge that you have made a positive impact on a person, organization or community.
At BancTrust, we take pride in having felt this joy of giving countless times in our history. One bank that epitomizes this act of
civic duty is our bank in Brewton. For many years, the bank has breathed new life into the community and made it stronger

as a result.

On March 11, 1987, the First National Bank of Brewton, now BankTrust, formed the FNB Charitable Trust Foundation. Since that
time, the foundation has been a positive resource for areas of the community in need. The trust now totals in excess of $1 million.
There are countless organizations that have been and continue to be recipients of the bank’s gifts to charity. Such organizations
include: the American Cancer Society, American Heart Association, the Volunteer Fire Association, local initiatives such as City
Beautification, area Little League, Girl and Boy Scouts, United Fund and many more charitable groups and organizations.

The trustees who head up this foundation are either
officers or directors of BankTrust in Brewton, or serve R TS
on the BancTrust Financial Group, Inc. Board of g
Directors. These members include: Christy Black,

Ed Livingston, J. Stephen Nelson, Raymond Lynn,

Earl H. Weaver, Broox G. Garrett, and Jackson W. Hines.
Together, they ensure that the foundation will continue
to give back to Brewton, and, in turn, make it an even ‘ s i
better place to live. BancTrust salutes the contributions ~ , AW I W /4 €
of the FNB Charitable Trust Foundation. This is a - / -

wonderful contribution and a noteworthy legacy -
we all should strive to emulate. v 4




BancTrust Financial Group, Inc.
100 Saint Joseph Street
Mobile, Alabama 36602

Telephone 251/431-7800

‘D Banclrust.

Financial Group, Inc. >

April 11, 2005

. Dear Shareholders,

The 2005 Annual Meeting of BancTrust Financial Group, Inc. will be held at 10:00 a.m. on Thursday, May 12, 2005,
at the corporate offices located at 100 Saint Joseph Street, Mobile, Alabama 36602. The directors and officers join
me in extending an invitation to you to attend the meeting.

Enclosed are the Secretary’s official Notice of Annual Meeting, a Proxy Statement and a Form of Proxy. Also
enclosed is our 2004 Annual Report, which includes our Annual Report on Form 10-K for the year ended
December 31, 2004.

We hope very much that you will attend the meeting, but, whether you plan to attend or not, we would appreciate
your signing and returning the enclosed Proxy. Should you attend the meeting in person, the Proxy can be revoked
at your request.

We sincerely appreciate your support and cooperation, and we earnestly solicit your continued help during 2005.

We look forward to seeing you on May 12, 2005, in Mobile.

Sincerely,

H -
Or Bbly [\o—on e
W. Bibb Lamar, Jr.
President and Chief Executive Officer

Enclosures
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NOTICE OF ANNUAL MEETING OF SHAREHOLDERS

To the Shareholders of
BancTrust Financial Group, Inc.

NOTICE IS HEREBY GIVEN that, pursuant to call of its Directors, the Annual Meeting of the Shareholders
of BancTrust Financial Group, Inc. will be held at 100 Saint Joseph Street, Mobile, Alabama, on May 12, 2005, at
10:00 a.m., C.D.T. for the purpose of considering and voting upon the following matters:

1. Election of Directors. Election as directors of the sixteen nominees named in the enclosed Proxy
Statement.

2. Other Business. Transaction of such other business as may be brought before the meeting or any
adjournment thereof. Management currently knows of no other business to be presented.

Only those shareholders of record at the close of business on March 18, 2005, will be entitled to notice of
and to vote at the meeting.

By Order of the Board of Directors,

7. Dbt S —

F. Michael Johnson
Executive Vice President,
CFO and Secretary

Mobile, Alabama
April 11, 2005

NOTICE: YOUR PROXY FORM AND RETURN ENVELOPE ARE INSIDE THIS ENVELOPE.




BANCTRUST FINANCIAL GROUP, INC.
100 Saint Joseph Street, Mobile, Alabama 36602
PROXY STATEMENT
Annual Meeting, May 12, 2005, 10:00 a.m., C.D.T.

This Proxy Statement and the enclosed Proxy are first being mailed on or about April 11, 2005, to
shareholders of BancTrust Financial Group, Inc. (“BancTrust”) in connection with the solicitation of
proxies by the Board of Directors of BancTrust for use at the Annual Meeting of Shareholders on May
12, 2005, to be held at 100 Saint Joseph Street, Mobile, Alabama, and any adjournment thereof.

BancTrust is the parent company and owner of 100% of the stock of BankTrust (the “Mobile
Bank”), headquartered in Mobile, Alabama, Sweet Water State Bank (the “Sweet Water Bank”),
headquartered in Sweet Water, Alabama, BancTrust Company, Inc. (the “Trust Company”),
headquartered in Mobile, Alabama, BankTrust of Alabama (the “Eufaula Bank”), headquartered in
Eufaula, Alabama, and BankTrust (Florida) (the “Santa Rosa Beach Bank™), headquartered in Santa Rosa
Beach, Florida.

VOTING SECURITIES

As of the record date, March 18, 2005, there were 11,074,426 shares of BancTrust’s common stock
outstanding. Each share is entitled to one vote.

Security Ownership of Directors, Nominees, 5% Shareholders and Officers

As of the record date there were no known 5% shareholders of BancTrust. The following chart
reflects the number of shares beneficially owned by (i) each director and nominee of BancTrust;
(ii) each executive officer named in the Summary Compensation Table; and (iii) the directors and
executive officers of BancTrust as a group.



Number of Shares of Common Stock and Nature of
Beneficial Ownership as of March 18, 2005(1)

Voting/Investment Power

Percentage
Name of Beneficial Owner or Group Sole Shared Aggregate of Total2)
Stephen G. Crawford ...... .. ... .. ... .. .. .. ... 147,650 3) 4,950 4 152,600 1.38%
DavidC.Delaney ...........cciiiiiinin i 39,650 (5) 33,550 (6) 73,200 .67
Robert M. DIXON(7) ... oot e 34,929@) 196,026 (9) 234,955 2.09
Robert M. Dixon, J&. () ..o v v 18,161 0 18,161 .16
Greg B.Faison .......... .. 87,402 0 87,402 .79
James A. Faulkner ........ .. ... ... 7,159(10) 185amn 7,344 .07
Michael D. Fitzhugh ...... ... .. ... .. ... .. 24,730(12) 0 24,730 22
Broox G. Garrett, Jr. (13) .......... ... o .. 8,939(14) 78,994 (15) 87,933 79
W. Dwight Harrigan ........... .. . ... ... . ... .. ..., 214,400 0 214,400 1.94
James P. Hayes, Jr. .. ... . . . i 6,265(16) 37,618am 43,883 40
CliftonC.Inge (18) ... ... 39,100119) 0 39,100 35
F Michael Johnson . ......... . i i 58,370 20 0 58,370 .52
Caulie T. Knowles, ITI . ... .. ... ... . 26,9211 0 26,921 24
W.Bibb Lamar, Jr. ........ ... 116,622 22) 1,342 (23 117,964 1.06
John H. Lewis, Jr. ... .. . e 6,346 (24) 17,323 25) 23,669 21
Harris V. Morrissette (18) . ....... ...t 22,011 6) 400 2m 22,411 .20
J.StephenNelson ........ ... . 28,100 592 (28) 28,692 .26
Paul D. Owens, JI. ... e 74,24229) 256,880 (30) 331,122 2.99
Dennis A. Wallace ........... .. .. i 16,689 (31 3,334 32) 20,023 18
Earl H.Weaver (13) ..o oot e e e e e 60,571 (33) 33,572 39) 94,143 .85
All directors, director nominees
and executive officers of
BancTrust as a group (21 persons) ..... e e 1,065,867 665,216 1,731,083 35) 1542%

(1) The table includes shares of stock treated as beneficially owned under Securities and Exchange
Commission regulations. Shares are beneficially owned if, through any contract, relationship, arrangement,
understanding, or otherwise, either voting power or investment power is held or shared directly or indirectly. Shares
deemed to be beneficially owned also include shares which may be acquired within sixty days. The total number
of shares beneficially owned is broken down into the following two categories: (i) shares as to which voting
power/investment power is held solely; and (i1) shares as to which voting power/investment power is shared. The
percentage calculation is based on the aggregate number of shares beneficially owned as a percentage of
outstanding shares.

(2) The percentage calculations for Messrs, Fitzhugh, Johnson, Knowles and Lamar assume that all 132,273
shares subject to their exercisable outstanding options at March 18, 2005, were outstanding. The percentage
calculations for Messrs, Garrett, Hayes, Inge, Morrissette, Owens and Weaver assume that all 3,900 shares subject
to their exercisable outstanding options at March 18, 2005, were outstanding. The percentage calculation for all
directors and executive officers of BancTrust, as a group, assumes that all 152,423 shares subject to exercisable
outstanding options at March 18, 2005, were outstanding.

(3) Includes 40,000 shares owned by the trustee of Mr. Crawford’s self-directed subaccount of his law firm’s
retirement plan and 4,500 shares owned by Mr. Crawford as trustee for two of his children.

(4) The figure includes the following shares as to which Mr. Crawford disclaims any actual beneficial
ownership: 2,700 shares owned by his wife; and 2,250 shares owned by his wife as custodian for two of his
children under the Uniform Transfers to Minors Act.



(5) Includes 18,500 shares owned by The Christopher Company, an Alabama general partnership.
Mr. De Laney is a general partner in the partnership.

(6) All such shares are owned by the trustee of Mr. De Laney’s employer’s retirement plan.
Mr. De Laney may be deemed to share voting and investment power with respect to those shares.

(7) Mr. Dixon is Mr. Dixon, Jr.’s father.

(8) Includes 3,939 shares owned through the Directors’ Deferred Compensation Plan as to which
Mr. Dixon has sole voting and investment power. :

(9) Includes the following shares as to which Mr. Dixon disclaims any actual beneficial ownership: 160,300
shares owned through the Robert M. Dixon Family Partnership, a family partnership of which
Mr. Dixon is managing partner and as such has shared voting and investment power; 3,805 shares owned as trustee
for three separate trusts for his grandchildren; 13,066 shares owned by his wife; and 18,855 shares owned as
co-trustee under the will of Janie D. Dixon.

(10) Includes 6,354 shares owned through the Directors’ Deferred Compensation Plan as to which
Mr. Faulkner has sole voting and investment power.

(11) All 185 shares are owned by Mr. Faulkner’s wife.

(12) Includes 19,680 shares subject to purchase within 60 days pursuant to options granted to
Mr. Fitzhugh as to which he would have sole voting and investment power.

(13) Mr. Garrett and Mr. Weaver are first cousins.

(14) Includes 650 shares subject to purchase within 60 days pursuant to options granted to Mr. Garrett as to
which he would have sole voting and investment power and 1,697 shares owned through the Directors’ Deferred
Compensation Plan as to which Mr. Garrett has sole voting and investment power.

(15) Includes 69,268 shares owned by Mr. Garrett as trustee of the Broox G. Garrett Family Trust and 9,726
shares owned jointly with his wife. '

(16) Includes 650 shares subject to purchase within 60 days pursuant to options granted to Mr. Hayes as to
which he would have sole voting and investment power.

(17) All such shares are owned by Mr. Hayes as co-trustee of the Elizabeth Brannon Hayes Marital Trust.
(18) Mr. Inge is Mr. Morrissette’s uncle.

(19) Includes 650 shares subject to purchase within 60 days pursuant to options granted to Mr. Inge as to
which he would have sole voting and investment power.

(20) Includes 30,680 shares subject to purchase within 60 days pursuant to options granted to
Mr. Johnson as to which he would have sole voting and investment power.

(21) Includes 13,083 shares subject to purchase within 60 days pursuant to options granted to Mr. Knowles
as to which he would have sole voting and investment power.

(22) Includes 68,830 shares subject to purchase within 60 days pursuant to options granted to
Mr. Lamar as to which he would have sole voting and investment power.

(23) Includes 1,125 shares owned by Mr. Lamar as custodian under the Uniform Transfers to Minors Act and
217 shares owned by his wife through her self-directed IRA account.

(24) Includes 1,554 shares owned through the Directors’ Deferred Compensation Plan as to which
Mr. Lewis has sole voting and investment power.

(25) Includes 750 shares owned by Mr. John Lewis as Executor of his father’s estate, 16,123 shares owned
jointly with his wife and 450 shares owned by his wife.



(26) Includes 650 shares subject to purchase within 60 days pursuant to options granted to
Mr. Morrissette as to which he would have sole voting and investment power and 1,808 shares owned through the
Directors’ Deferred Compensation Plan as to which Mr. Morrissette has sole voting and investment power.

(27) All 400 shares are owned by Mr. Morrissette as custodian under the Uniform Transfers to Minors Act.

(28) All 592 shares are owned by Mr. Nelson’s wife.

(29) Includes 650 shares subject to purchase within 60 days pursuant to options granted to Mr. Owens as to
which he would have sole voting and investment power.

(30) Includes 172,434 shares owned by McMillan, Ltd., a limited partnership of which Mr. Owens is a
managing partner, 69,100 shares owned as trustee of two revocable management trusts for his daughters, 6,264
shares owned jointly with his wife and 9,082 shares owned by his wife.

(31) Includes 1,356 shares owned through the Directors’ Deferred Compensation Plan as to which
Mr. Wallace has sole voting and investment power.

(32) Includes 3,226 shares owned by the Ann P. Wallace Revocable Trust and 108 shares owned as custodian
for his son, all of which shares Mr. Wallace disclaims any actual beneficial ownership.

(33) Includes 650 shares subject to purchase within 60 days pursuant to options granted to Mr. Weaver as to
which he would have sole voting and investment power.

(34) Includes 33,572 shares owned by Mr. Weaver’s wife, as to which Mr. Weaver disclaims any actual
beneficial ownership.

(35) Includes 152,423 shares subject to purchase within 60 days pursuant to options granted to directors and
officers of BancTrust, as to which they would have sole voting and investment power.

Section 16(a) Beneficial Ownership Reporting Compliance

Section 16(a) of the Securities Exchange Act of 1934 requires that BancTrust’s directors and executive
officers, and persons who own more than ten percent of BancTrust’s common stock, file with the Securities and
Exchange Commission reports relating to their ownership and changes in ownership of common stock and other
equity securities of BancTrust. Management believes, based solely upon information furnished to BancTrust and
written representations that no other reports were required, that all persons subject to the reporting requirements
of Section 16(a) during 2004 filed the reports on a timely basis except as follows:

Date of Number of Filing
Name Transaction Shares Date
Paul D. Owens, Jr. 02/25/04 2,000 03/15/04
W. Bibb Lamar, Jr. 01/12/04 9,000 03/10/05
07/21/04 10,000* 03/10/05
F. Michael Johnson 07/21/04 4,000%* 03/10/05
Michael D. Fitzhugh 07/21/04 4,000%* 03/10/05

Caulie T. Knowles, I1I 03/17/04 13,083* 03/10/05
*Options Granted )



ELECTION OF DIRECTORS

Number and Term

The Articles of Incorporation of BancTrust provide that the number of directors to be elected at the Annual
Meeting will be fixed by resolution of the Board of Directors. The Board has adopted a resolution fixing at sixteen the
number of directors to be elected at the 2005 Annual Meeting. The directors so elected will serve a term of one year.

Nominees

The persons named below are the Board’s nominees for election as directors, and each has agreed to serve if
elected. All nominees are members of the current BancTrust Board of Directors except for director nominee

Robert M. Dixon, Jr.

Stephen G. Crawford

A BancTrust director since 1985

Mr. Crawford, age 65, served on a temporary basis as an
executive officer of BancTrust from August 2003 until the end
of 2004. He is a member of the Hand Arendall, L.L.C. law
firm, Mobile, Alabama, where he has practiced law since 1964.
Mr. Crawford has been a director of the Mobile Bank since
1986 and a director since 1998 of the Trust Company.

David C. De Laney
A BancTrust director since 1985
Mr. De Laney, age 57, is President of First Small Business
Investment Company of Alabama, Mobile, Alabama, a position
he has held since 1978. Mr. De Laney has been a director of the
Mobile Bank since 1986.

Robert M. Dixon, Jr.

A BancTrust director nominee

Mr. Dixon, age 42, has been President of M.C. Dixon Lumber
Company, Inc., Eufaula, Alabama, since 2003. From 1988-
2003 Mr. Dixon served as Vice President of M.C. Dixon
Lumber Company, Inc. Mr. Dixon has been Chairman of the
Board of the Eufaula Bank since January 2005 and a director
since 2000.

Greg B. Faison

A BancTrust director since 2004

Mr. Faison, age 57, retired in December 2003 as President and
Chief Executive Officer of CommerceSouth, Inc., a position he
held from 1988-2003. From 1988 until its merger with
BancTrust at the end of 2003, Mr. Faison served as a director
of CommerceSouth, Inc., and from 1991 until 2003 he served
as a director of CommerceSouth Bank, Florida.

James A. Faulkner

A BancTrust director since 2004

Mr. Faulkner, age 60, has served since 2000 as a director of
Branch Banking & Trust, Co., Winston-Salem, North Carolina
and as an advisory director of the Georgia Advisory Board of
Branch Banking & Trust, Co. of North Carolina. Previously
Mr. Faulkner served as Vice Chairman of the Board (2000-
2001) and Chief Executive Officer (1997-2000) of Century
South Banks, Inc. From 2000 until its merger with BancTrust
at the end of 2003, Mr. Faulkner served as a director of
CommerceSouth, Inc.

Broox G. Garrett, Jr.

A BancTrust director since 1993

Mr. Garrett, age 56, is an attorney and partner in the law firm of
Thompson, Garrett and Hines, L.L.P., Brewton, Alabama,
where he has been employed since 1973. Mr. Garrett served as
a director of BankTrust, Brewton and its predecessor from 1983
until 2003, when it was merged into the Mobile Bank, and he
has served as a director of the Trust Company since 1998.

W. Dwight Harrigan

A BancTrust director since 1997

Mr. Harrigan, age 67, has alternated annually, since 1983, as
President and Executive Vice President of Scotch Lumber
Company, Fulton, Alabama. Mr. Harrigan has also served, since
1987, as Chairman of the Board of Harrigan Lumber Company,
Monroeville, Alabama. Mr. Harrigan served as a director of the
Mobile Bank from 1986 until April 2004.

James P. Hayes, Jr.

A BancTrust director since 1993

Mr. Hayes, age 57, is President of the Economic Development
Partnership of Alabama, Birmingham, Alabama, a position he
has held since August 2002. Mr. Hayes served as Senior Advisor
and Executive Secretary to the Governor of the State of
Alabama in 2001, as Senior Advisor to the Governor of
Alabama and Director of the Alabama Development Office in
2000, and Revenue Commissioner for the State of Alabama in
1999. Mr. Hayes served as a director of BankTrust, Brewton and
its predecessor from 1985 until it was merged into the Mobile
Bank in 2003.

Clifton C. Inge

A BancTrust director since 1985

Mr. Inge, age 68, is retired Chairman of the Board of Willis of
Mobile, Inc., a subsidiary of Willis Group Limited, insurance
brokers, a position he held from 1991-1998. Mr. Inge served as
a director of the Trust Company from 1998-2003 and served as
a director of the Mobile Bank from 1986 until April 2004.



W. Bibb Lamar, Jr.

A BancTrust director since 1989

Mr. Lamar, age 61, has been President, Chief Executive Officer
and a director of BancTrust since 1989 and Chairman since
1998 and Chief Executive Officer and a director since 1989 of
the Mobile Bank. Mr. Lamar has also been a director of the
Trust Company since 1998. Mr. Lamar served as President of
the Mobile Bank from 1989-1998.

John H. Lewis, Jr.

A BancTrust director since 2002

Mr. Lewis, age 63, has been President and Chairman of the
Board of Lewis Communications, Inc., Mobile, Alabama, a full
service advertising, marketing and public relations firm with
offices in Mobile, Birmingham and Nashville, since 1976. Mr.
Lewis served as a director of the Mobile Bank from 1993 until
April 2004.

Harris V. Morrissette

A BancTrust director since 1997

Mr. Morrissette, age 45, has been President of Marshall Biscuit
Company, Inc., Mobile, Alabama, since 1994 and has also
served as Chairman of the Board of Azalea Aviation, Inc. since
1993. Mr. Morrissette served as a director of the Mobile Bank
from 1990 until April 2004. Mr. Morrissette is also a director
of the following companies that file reports with the Securities
and Exchange Commission: EnergySouth, Inc. and The
Williamsburg Investment Trust.

J. Stephen Nelson

A BancTrust director since 1993

Mr. Nelson, age 67, has been Chairman of the Board since
1993 of BancTrust. He served as a director of BankTrust,
Brewton and its predecessor, First National Bank, Brewton,
from 1979 until it was merged into the Mobile Bank in 2003.
Mr. Nelson served as Chief Executive Officer of BankTrust,
Brewton and its predecessor from 1984 until 1998 and as
Chairman from 1993 to 2003. Mr. Nelson also served as a
director of the Trust Company from 1998 until 2003.

Paul D. Owens, Jr.

A BancTrust director since 1997

Mr. Owens, age 59, is an attorney in the private practice of law
in Brewton, Alabama, where he has practiced since 1970. Mr.
Owens served as a director of the Mobile Bank from 1986 until
April 2004.

Dennis A. Wallace

A BancTrust director since 2004

Mr. Wallace, age 55, has served as Chairman of the Santa Rosa
Bank (previously known as CommerceSouth Bank, Florida)
since 2000. Mr. Wallace is a licensed realtor with Baywood
Realty, Santa Rosa Beach, Florida, a position he has held since
2003. From 1988-2000 Mr. Wallace was the owner of South
Bay ACE Hardware & Lumber Co., Inc., Santa Rosa Beach,
Florida. From 2000 until its merger with BancTrust at the end
of 2003, Mr. Wallace served as a director of CommerceSouth,
Inc.

Earl H. Weaver

A BancTrust director since 1993

Mr. Weaver, age 66, has been the sole proprietor of Earl H.
Weaver Management Services, a timber, oil, gas and general
management concern, since 1979. Mr. Weaver served as a
director of BankTrust, Brewton and its predecessor from 1981
until it was merged into the Mobile Bank in 2003, and he has
served since 1998 as a director of the Trust Company.

Although the Board of Directors does not contemplate that any nominee named above will be unavailable for
election, if vacancies occur unexpectedly the shares covered by the Proxy will be voted for the Board’s substitute
nominees, if any, or in such other manner as the Board of Directors deems advisable.

The Articles of Incorporation and Bylaws of BancTrust permit the Board of Directors, between annual
meetings of shareholders, to increase the membership of the Board and to fill any position so created and any
vacancy otherwise occurring. They provide that any new director so elected holds office until the next annual
shareholders’ meeting.




DIRECTOR COMMITTEES AND ATTENDANCE

The BancTrust Board of Directors held six meetings during 2004. The Board has the following standing
committees: Executive, Audit, Compensation and ALCO (Asset Liability). The Executive Committee (whose
members presently are Messrs, Crawford, Hayes, Inge, Lamar, Morrissette, Nelson, Owens, Wallace and Weaver)
between meetings of the Board may exercise all powers of the Board except as limited by the Bylaws and the
Alabama Business Corporation Act. The Executive Committee also acted as the Compensation Committee during
2004. In January 2005, the Board of Directors reconstituted its Compensation Committee, which had been dormant
in 2004. There were eight meetings of the Executive Committee in 2004. The reports of the Audit Committee and
the Compensation Committee are included in this Proxy Statement.

During 2004 no director attended fewer than 75% of the total number of meetings of the Board of Directors
of BancTrust and meetings of committees of which they were members. Seven directors attended BancTrust’s 2004
Annual Meeting of Shareholders.

Each bank subsidiary has standing committees composed of directors from their respective Boards. With the
exception of the Trust Company, all subsidiaries have a Finance (or Loan), Audit and Personnel (or Salary)
Committee. In addition, the Mobile Bank has a Director Nominating Committee and an Executive Committee. The
Trust Company has no director committees.

Nominating Committee and Board Composition

BancTrust does not have a nominating committee. BancTrust believes that obtaining input from all of its
directors in connection with board nominations enhances the nomination process. BancTrust does not currently
have a charter with regard to the nomination process, other than the provisions in its Articles of Incorporation
regarding shareholder nominations and a Board resolution designating that a majority of the independent directors
will select the nominees. The nominations of the directors standing for election or reelection at the 2005 annual
meeting were unanimously approved by the Board of Directors, including unanimous approval by the independent
directors of the Board. Of BancTrust’s 16 director nominees, only Messrs, Crawford, Faison, Lamar and Nelson
do not meet the requirements for independence set forth in the listing standards of the National Association of
Securities Dealers, Inc.

Report of the Audit Committee

Pursuant to its charter as adopted by the Board of Directors, the Audit Committee assists the Board in
fulfilling its oversight responsibilities by reviewing the financial information provided to shareholders, the systems
of internal controls which management and the Board of Directors have established, and the audit process. A copy
of the Audit Committee charter is attached to this proxy statement as Appendix A. The Audit Committee has
adopted an Audit and Non-Audit Services Pre-Approval Policy, a copy of which is attached as Appendix B. The
Audit Committee has also adopted procedures for handling complaints regarding accounting or auditing matters,
including procedures for the confidential, anonymous submission by employees of related concerns. The Audit
Committee met five times during 2004.

The Audit Committee reviewed and discussed with management the audited financial statements for
BancTrust as of and for the year ended December 31, 2004, as well as the representations of management and the
opinion of KPMG LLP (BancTrust’s independent auditor) thereon regarding BancTrust’s internal controls over
financial reporting required by Section 404 of the Sarbanes-Oxley Act. It discussed with BancTrust’s internal
auditors and independent auditors the overall scope and plans for their respective audits. It discussed with
BancTrust’s internal auditors and KPMG, with and without management present, the results of their examinations,
the evaluation of BancTrust’s internal controls, management’s representations regarding internal controls over
financial reporting, and the overall quality of BancTrust’s financial reporting. It discussed with KPMG the matters
required to be discussed by Statement of Auditing Standards No. 61, Communication with Audit Committees, as
adopted by the Auditing Standards Board of the American Institute of Certified Public Accountants.



The Audit Committee received and reviewed the written disclosures and the letter from KPMG as required
by Independence Standard No. 1, Independence Discussions with Audit Committees, as amended, by the
Independence Standards Board, and has considered and discussed with the auditor the auditor’s independence.

Based on the reviews and discussions referred to above, the Audit Committee recommended to the Board of
Directors that the financial statements referred to above be included in BancTrust’s Annual Report on Form 10-K
for the year ended December 31, 2004.

In 2004, the Audit Committee was composed of four BancTrust directors, all of whom are listed below. Each
committee member met the requirements for independence set forth in the Audit Committee Charter and in the
listing standards of the National Association of Securities Dealers, Inc. for the year 2004. The Board of Directors
has determined that David C. De Laney qualifies as an “audit committee financial expert” under federal securities
laws.

Submitted by,

David C. De Laney, Chairman
James A. Faulkner

Harris V. Morrissette

Earl H. Weaver

Code of Ethics

BancTrust has a Code of Ethics that applies to each director, officer and employee of BancTrust and its
affiliates. This Code of Ethics is included as Appendix C to this Proxy Statement. BancTrust will furnish a copy
of its Code of Ethics to any person without charge upon request.

EXECUTIVE OFFICERS

The following table reflects certain information concerning the executive officers of BancTrust. Each such
officer holds his office(s) until the first meeting of the Board of Directors following the annual meeting of
shareholders each year, or until a successor is chosen, subject to removal at any time by the Board of Directors.
Except as otherwise indicated, no family relationships exist among the executive officers and directors of
BancTrust, and no such officer holds his office(s) by virtue of any arrangement or understanding between him and
any other person except the Board of Directors.

Name, Age and Office(s) with BancTrust Other Positions with BancTrust
J. Stephen Nelson - age 67!
Chairman (since 1993) Director (since 199§)

W. Bibb Lamar, Jr. - age 612
President and CEO (since 1989) Director (since 1989)

F. Michael Johnson - age 593
Executive Vice President, CFO

and Secretary (since 1993) None
Michael D. Fitzhugh - age 564
Executive Vice President (since 2004) None

Caulie T. Knowles, III - age 465
Executive Vice President (since 2004) None

1 Previously Chairman, 1993-2003, Chief Executive Officer, 1984-2003, and Director, 1979-2003, BankTrust, Brewton, which merged into the
Mobile Bank in 2003; and director, 1998-2003, the Trust Company '

2 Chief Executive Officer and Director, since 1989, and Chairman, since 1998, the Mobile Bank; Director since 1998, the Trust Company,
Previously President (1989-1998), the Mobile Bank.

3 Executive Vice President and Cashier, since 1986, the Mobile Bank.

4 President, Chief Operating Officer and Director since 1998, the Mobile Bank; Director, since January 2004, the Trust Company.

5 President, Chief Executive Officer and Director since 1997, the Santa Rosa Beach Bank; President, Chief Executive Officer and Director since
2002, the Eufaula Bank. Chief Operating Officer of CommerceSouth, Inc. from 2002 until its merger with BancTrust in 2003.
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EXECUTIVE COMPENSATION
Compensation

The table below reflects annual compensation for W. Bibb Lamar, Ir., Stephen G. Crawford, Michael D. Fitzhugh,
Caulie T. Knowles, III and F. Michael Johnson for services rendered in 2004, 2003, and 2002 to BancTrust and its
subsidiaries, the Mobile Bank and the Santa Rosa Beach Bank.

SUMMARY COMPENSATION TABLE

Annual Compensation! Long Term Compensation
Awards
Shares Underlying All Other

Name and Principal Position Year Salary($)2  Bonus($)3 Options/SARs Compensation($)*

W. Bibb Lamar, Jr. 2004 $290,000 $126,672 10,000 $17,615
CEO, President and Director, 2003 250,000 50,000 0 14,722
BancTrust, CEQ, Chairman 2002 230,000 80,000 0 15,851
and Director, Mobile Bank;
Director, Trust Company

Stephen G. Crawford® 2004 $217,700 0 0 0
General Counsel and Director, 2003 08,233 $10,000 0 0
BancTrust; Director, Mobile Bank; 2002 14,350 0 650 0
Director, Trust Company

Michael D. Fitzhugh 2004 $160,000 $41,016 4,000 $12,597
EVP, BancTrust,; COO, 2003 153,000 10,000 0 11,294
President and Director 2002 147,000 36,000 0 10,706
Mobile Bank; Director,
Trust Company

Caulie T. Knowles, Il 2004 $160,000 $64,893 13,083 $12,026
EVP, BancTrust; CEQ, President 2003 126,920 37.500 0 11,830
and Director, Santa Rosa Beach 2002 115,233 42,375 0 9,736
Bank; CEO, President and
Director, Eufaula Bank

F. Michael Johnson 2004 $155,000 $48,639 4,000 $13,113
EVP, CFO, and Secretary, 2003 136,000 25,000 0 9,969
BancTrust; EVP, CFO, 2002 124,000 29,800 0 9,679

and Secretary, Mobile Bank

I Although Messrs, Lamar, Crawford, Fitzhugh, Knowles and Johnson each received perquisites and other personal benefits in the years
shown, the value of these benefits did not exceed in the aggregate, for any one of them, the lesser of $50,000 or 10% of his salary and
bonus in any year.

2 Includes for Mr. Crawford directors fees paid by BancTrust and its subsidiaries amounting to $17,700 in 2004, $14,900 in 2003 and
$14,350 in 2002.

3 Amounts shown were paid by BancTrust for all years shown for Messrs, Lamar, Crawford, Fitzhugh and Johnson and for Mr. Knowles
in 2004, For Mr. Knowles, in 2003 and 2002 amounts shown were paid by the CommerceSouth, Inc. Incentive Bonus Plan.

4 Represents emplover matching and other contributions to the BancTrust Savings and Profit Sharing Plan for all years shown for
Messrs, Lamar, Fitzhugh and Johnson and for Mr. Knowles in 2004. For Mr. Knowles, in 2003 and 2002 amounts shown represent
employer matching and other contributions to the CommerceSouth, Inc. ESOP and 401-k Plans.

3 Mr. Crawford resigned as General Counsel at the end of 2004, and he no longer serves as an executive officer. He continues to serve
in the other capacities listed.

Stock Options

The following table sets forth the grant of stock options during 2004 to Mr. Lamar, Mr. Crawford,
Mr. Fitzhugh, Mr. Knowles and Mr. Johnson.



OPTION GRANTS IN LAST FISCAL YEAR

Potential
Number of % of Total Realizable Value
Shares Options/SARs Assuming Rates of
Underlying Granted to Exercise Stock Price
Options/SARs Employees or Base Date Expiration Appreciation(1)
ame Granted in Fiscal Year Price ($/sh) Exercisabl Date 5% 10%
W. Bibb Lamar, Jr. 10,000 10.75% $17.225 07/21/2005 07/2172014 $ 82,533 § 94,665
Stephen G. Crawford 3} 0 0 N/A N/A 0 0
Michael D. Fitzhugh 4,000 4.30% $17.225 07/21/2005 07/21/2014 $ 33,013 § 37,866
Caulie T. Knowles, I 13,083 14.07% $17.190 03/17/2005 03/17/2014 $108.435  $124,308
F. Michael Johnson 4,000 4.30% $17.225 07/21/2005 07/21/2014 $ 33013 $ 37,866

1 Calculated by comparing the exercise price of such options and the market value of the shares of common stock subject to such options, assuming the market price of such
shares increases by 5% and 10%, respectively, over the term of the options.

The following table includes information with respect to options exercised and unexercised options held by
Mr. Lamar, Mr. Crawford, Mr. Fitzhugh, Mr. Knowles and Mr. Johnson. All options shown have been adjusted for
the 3 for 2 stock split in June 1998.

AGGREGATED OPTION EXERCISES IN LAST FISCAL YEAR AND FISCAL YEAR-END OPTION VALUES

Number of Shares Underlying Value of Unexercised
Shares Unexercised Options/SARs In-the-Money
Acquired on Value Held At Options/SARs At
Exercise (#) Realized ($)(1) December 31, 2004 (#) December 31, 2004 ($)(2)
Name Exercisable Unexercisable Exercisable  Unexercisable

W. Bibb Lamar, Jr. 9,000 $66,000 10,080 10,000 $130,561 $70,400
5,000 61,793
10,000 86,400
11,250 95,325
7,500 115,738
7,500 114,488
7,500 116,988

Stephen G. Crawford 650 $ 5,564 0 0 0 0

Michael D. Fitzhugh 0 0 5,180 4,000 $67,094 $28,160
1,500 18,538
5,000 10,388
4,000 34,560

Caulie T. Knowles, III 0 0 13,083 0 $92,562 0

F. Michael Johnson 0 0 5,180 4,000 $67,094 $28,160
2,000 24,717
6,000 51,840
3,000 25,420
3,000 46,295
3,000 45,795
4,500 70,193

! Value realized based on the average of the high and low sale price of BancTrust on the exercise date.

2 Based on the average of the low bid and high ask prices quoted on the Nasdaq SmallCap Stock Market on December 31, 2004, minus
the exercise price.
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Pension Plans
BancTrust maintains a pension plan and certain other long-term compensation plans, as described below.

The following table reflects estimated annual benefits payable under the Retirement Plan for Employees of BancTrust
in effect as of December 31, 2004, at various salary and years of service levels, assuming retirement at age 65. These
benefits apply to all employees hired on or after January 1, 1995, but before January 1, 2003. Participation in the Plan was
frozen for employees hired after December 31, 2002. No employees hired or rehired after this date will participate in the
Plan.

PENSION PLAN TABLE
Compensation Years of Credited Service
10 15 20 25 30 35
50,000 $ 5,000 $ 7,500 $10,000 $12,500 $15,000 $17,500
100,000 10,000 15,000 20,000 25,000 30,000 35,000
150,000 15,000 22,500 30,000 37,500 45,000 52,500
175,000 17,500 26,250 35,000 43,750 52,500 61,250
205,000* 20,000 30,000 40,000 50,000 60,000 70,000
225,000 20,000 30,000 40,000 50,000 60,000 70,000

*Maximum Compensation for 2004 under IRC 401(2)(17) is $205,000.

The amounts shown are single life benefits computed under the BancTrust Plan’s basic formula. The BancTrust
Plan provides generally for a monthly benefit commencing at age 65 equal to 1% of the employee’s average monthly
base compensation during the highest 5 consecutive calendar years out of the 10 calendar years preceding retirement,
multiplied by years of credited service, not to exceed 40 years. Alternative plan formulas, which are set forth below and
which may apply to certain participants who participated in predecessor pension plans, result in a greater benefit. Joint
and survivor benefits would be less. Social Security benefits do not affect payments made under the BancTrust Plan.
As of December 31, 2004, Mr. Lamar was credited with 16 years of service, Mr. Fitzhugh was credited with 6 years of
service and Mr. Johnson was credited with 19 years of service, Mr. Crawford and Mr. Knowles are not plan partic-
ipants.

Alternate Formulas. Employees employed before January 1, 1995, including Mr. Lamar and Mr. Johnson, are
eligible to receive benefits under whichever of the following alternate formulas is most advantageous to the employee.
Generally, the applicable formula cannot be determined until retirement.

The following table reflects estimated annual benefits payable under The Bank of Mobile Pension Plan (the
“BOM Plan”) in effect as of December 31, 1994, at various salary and years of service levels, assuming date of birth
after 1937 and retirement at age 65.

PENSION PLAN TABLE
Compensation - Years of Credited Service
10 15 20 25 30 35
50,000 $ 7,600 $11,400 $15,200 $19,000 $22,800 $22,800
100,000 15,850 23,775 31,700 39,625 47,550 47,550
150,000 24,100 36,150 48,200 60,250 72,300 72,300
175,000 28,255 42,383 56,510 70,638 84,765 84,765
205,000* 32,350 48,525 64,700 80,875 97,050 97,050

225,000 32,350 48,525 64,700 80,875 97,050 97,050

* *Maximum Compensation for 2004 under IRC 401(a)(17) is $205,000.
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The amounts reflected are single life benefits computed under the BOM Plan’s basic formula. The BOM Plan
provides generally for a monthly benefit commencing at age 65 equal to 1% of the employee’s average monthly
base compensation during the highest 60 consecutive months out of the 120 months preceding retirement, plus
.65% of average monthly base compensation in excess of $833.33, multiplied by years of credited service, not to
exceed 30 years. Alternative plan formulas, in some situations, might produce a greater benefit. Joint and survivor
benefits would be less. Social Security benefits do not affect payments made under the BOM Plan.

The following table reflects estimated annual benefits under the First National Bank Employees’ Pension Plan
(the “FNBB Plan”) in effect as of December 31, 1994, at various salary and years of service levels and assumes
retirement at age 65.

PENSION PLAN TABLE
Compensation Years of Credited Service
10 15 20 25 30 35
50,000 $ 7,500 $11,250 $15,000 $18,750 $22,500 $ 26,250
100,000 15,000 22,500 30,000 37,500 45,000 52,500
150,000 22,500 33,750 45,000 56,250 67,500 78,750
175,000 26,250 39,375 52,500 65,625 78,750 91,875
205,000* 30,750 46,125 61,500 76,875 92,250 107,625
225,000 30,750 46,125 61,500 76,875 92,250 107,625

*Maximum Compensation for 2004 under IRC 401(a)(17) is $205,000.

The amounts reflected are single life benefits computed under the FNBB Plan’s basic formula. The FNBB
Plan provides generally for an annual benefit commencing at age 65 equal to 1.5% of the final coverage compen-
sation multiplied by years of benefit service. Final coverage compensation is defined as earnings including wages,
salary, bonus, commissions, overtime and any other special compensation over the 5 consecutive calendar years
out of the last 10 consecutive years that produces the highest average. Joint and survivor benefits would be less.

Mobile Bank Supplemental Plan. The Mobile Bank maintains an unfunded and unsecured Supplemental
Retirement Plan designed to supplement the benefits payable under the BancTrust Plan for certain key employees
selected by the Mobile Bank’s Board of Directors. Each participant was a participant in a pension plan of another
bank prior to his employment by the Mobile Bank, and the Supplemental Plan is designed to afford the participant
the same pension he would receive under the BancTrust Plan if he were given years-of-service credit as if he were
employed by the Mobile Bank his entire banking career, reduced by benefits actually payable to him under the
BancTrust Plan and any retirement benefit payable to him under any plan of another bank. Benefits for total and
permanent disability are supplemented in the same manner.

Because the Supplemental Plan is intended to complement benefits otherwise available to the participants,
the exact amounts to be paid, if any, to any participant, including Mr. Lamar and Mr. Johnson, cannot be
determined until retirement or disability. Management of the Mobile Bank does not believe any current expense
and any liabilities associated with the Supplemental Plan are material.

Savings and Profit Sharing Plan. BancTrust maintains the BancTrust Financial Group, Inc. Employee
Savings & Profit Sharing Plan. Subject to certain employment and vesting requirements, all BancTrust personne]
are permitted to participate in the plan. An eligible employee may defer up to 75% of his or her pay into the plan
not to exceed the maximum allowed under Section 402(g) of the Internal Revenue Code and not to exceed the
maximum allowed under Sections 401(k), 404 and 415. The employer makes a matching contribution as follows:
$1.00 for $1.00 on the first 2%, $0.75 for $1.00 on the next 2% and $0.50 for $1.00 on the next 2%. For example,
if an employee defers 6% of pay, that employee would receive a 4.5% matching contribution. At the beginning of
each year the BancTrust Board of Directors sets the profit sharing goal, and at the end of the year the Board of
Directors determines the amount of the profit sharing contribution to be made. The profit sharing contribution is
allocated to each eligible employee based on an individual compensation to total participant compensation ratio.
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Change in Control Compensation Agreements

The Mobile Bank entered into a Change in Control Compensation Agreement with Mr. Lamar and
Mr. Johnson on November 14, 1995 and with Mr. Fitzhugh on July 23, 1998. These Change in Control
Compensation Agreements (the “Agreements”) provide that if Mr. Lamar, Mr. Johnson or Mr. Fitzhugh is
terminated other than for “cause” (as defined), following a change in control, or if his assigned duties or responsi-
bilities are diminished such that they are inconsistent with his present position, he will be entitled to receive a cash
payment equal to three times his average annual earnings (as defined), in the case of Mr. Lamar and Mr. Johnson,
and one and one-half times his average annual earnings in the case of Mr. Fitzhugh. Certain other existing
employee benefits are also available to each of Mr. Lamar, Mr. Johnson and Mr. Fitzhugh under terms of these
Agreements for a period after termination of three years for Mr. Lamar and Mr. Johnson and eighteen months for
Mr. Fitzhugh. The Agreements automatically renew each calendar year unless terminated by the Mobile Bank, as
the case may be, at least 90 days prior to any December 31.

Compensation of Directors

In 2004 BancTrust directors who were not full time employees were paid a $6,300 annual retainer, $500 for
each Board meeting attended and $250 for each committee meeting attended. In 2005 these fees have been
increased to a $10,300 annual retainer, $750 for each Board meeting attended, $375 for Board meetings attended
by telephone, $400 for each committee meeting attended and $200 for committee meetings attended by telephone.
BancTrust directors are also eligible to receive stock options under the Company’s 2001 Incentive Compensation Plan.
No options were awarded to outside directors in 2004.

BancTrust approved the continuance of a Directors Deferred Compensation Plan previously in place at
CommerceSouth, Inc. pursuant to which a director of BancTrust may direct that the payment of all or any portion
of the cash compensation that would otherwise be payable to the director be credited to an account which will
acquire BancTrust common stock. The director may elect to receive distribution of the shares held for the director
when the director’s service on the board terminates in a lamp sum or in a series of annual or quarterly installments
over five years. Dividends paid on the shares held for the director are accumulated and reinvested in BancTrust
common stock.

Five Year Total Shareholder Return

The following indexed graph compares BancTrust’s five-year cumulative total shareholder return with the
Nasdaq Market Index and with a published peer group industry index, prepared by Media General Financial
Services, based on bank holding companies in the southeast regional section of the United States. The comparison
assumes the investment of $100 on December 31, 1999, with dividends reinvested quarterly through December 31, 2004.
Returns of each component issuer have been weighted according to that issuer’s market capitalization.

COMPARE 5-YEAR CUMULATIVE TOTAL RETURN

AMONG BANCTRUST FINANCIAL GROUP,
NASDAQ MARKET INDEX AND COREDATA GROUP INDEX

DOLLARS

0 — 4 +
1999 2000 2001 2002 2003 2004

—— BANCTRUST FINANCIAL GROUP — - - COREDATA GROUP INDEX
—&—— NASDAQ MARKET INDEX .

1999| 2000 | 2001 | 2002 2003 2004

BANCTRUST FINANCIAL GROUP, INC. | $100| $81.19| $ 88.23($103.42|$ 154.42 | $243.78
MGFS SOUTHEAST REGIONAL BANKS | $100| 102.09| 128.30| 137.41| 175.45| 201.74
NASDAQ MARKET INDEX $100| 62.85| 50.10] 34.95| 5255 56.97
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Equity Compensation Plan Information

The following table sets forth certain information at December 31, 2004 with respect to BancTrust’s equity
compensation plans that provide for the issuance of options, warrants or rights to purchase BancTrust’s securities.

Number of Securities Remaining

Number of Securities to be Weighted-Average Available for Future Issuance
Issued upon Exercise of Exercise Price of under Equity Compensation Plans
Outstanding Options, Qutstanding Options, (excluding securities reflected
Plan Category Warrants and Rights Warrants and Rights in the first column)
Equity Compensation 322,000! $13.56 143,0002
Plans Approved by
Security Holders
Equity Compensation N/A N/A N/A

Plans Not Approved
By Security Holders

I Includes shares issuable pursuant to outstanding options under the Company’s 1993 Incentive Compensation Plan and its 2001
Incentive Compensation Plan.

2 Represents shares of BancTrust Common Stock which may be issued pursuant to future awards under the 2001 Incentive
Compensation Plan.

Compensation Committee Interlocks and Insider Participation

The Executive Committee of the Board of Directors served as its Compensation Committee for calendar year
2004, the first year following the merger of BancTrust and CommerceSouth. Stephen G. Crawford, Chairman of
the Executive Committee, is a member of the Hand Arendall, LLLC law firm which serves as counsel for BancTrust,
the Mobile Bank and Trust Company. In August of 2003, Mr. Crawford was asked by the Chief Executive Officer
of the Company to temporarily become an employee and executive officer of the Company in order to assist him
with the merger and integration of CommerceSouth. Mr. Crawford became an employee and officer in August of
2003 with the title of “General Counsel,” and served as such during 2004. His appointment was approved by the
Board of Directors. Mr. Crawford resigned from the position at the end of 2004 and is no longer an officer or an
employee of the Company. W. Bibb Lamar, Jr., Chief Executive Officer of BancTrust, and J. Stephen Nelson,
Chairman of the Board of BancTrust and a former executive officer of BancTrust, also served on the Executive
Committee. Mr. Crawford, Mr. Lamar and Mr. Nelson are not considered independent directors under applicable
rules and regulations. In addition to those three directors, initially five and later six independent directors also
served on the Executive Committee. For calendar year 2005 and thereafter a separate and distinct Compensation -
Committee has been established. The Compensation Committee consists entirely of independent directors.

Report of Executive/Compensation Committee of the Board of Directors

General Policies

The Executive Committee met, and the Compensation Committee now meets, regnlarly for the purpose of
reviewing and making decisions with regard to executive compensation, including qualified and non-qualified
employee benefit plans, both short term and long term. The Company’s goal is to retain, attract and motivate the
best possible banking talent and to provide to its key executive officers competitive compensation packages and
rewards for outstanding work and results, both on an annual basis and for the long-term.

Following the merger with CommerceSouth at the end of December, 2003, the Executive Committee
(hereafter referred to, together with the Compensation Committee, as appropriate, as the “Committee”) was
required to address a significant new geographical market with regard to a number of key employees. Being guided
by the provisions of the new strategic plan, the Committee sought to consolidate the existing compensation
packages of BancTrust and CommerceSouth at the time of the merger into one integrated, competitive and compre—
hensive compensation plan for the entire Company.

In order to accomplish this goal, the Committee engaged a regional consulting firm to work with it and give
it professional advice with regard to annual compensation, annual bonus incentive plans and long term incentive
plans. The Committee and its consultant, working together, developed both regional and national peer groups of
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similar banking companies with a view toward insuring that the Company’s key officers, many of whom are
operating in highly competitive markets, are compensated for their services in a range comparable to the median
range of all peer banks in the southeastern and southcentral United States. Our peer group of banks for comparison
purposes is regularly reviewed as our Company grows and as some of the peer group banks are merged with other
companies and are no longer comparable. This process is accomplished in consultation with our consultant.

Base Salary. Our goal is to be competitive with our total compensation program. In furtherance thereof, we
engaged a new Human Resources Officer in late 2003 who developed a salary administration program for the entire
Company. The goal of the Committee has been to establish base salaries for our executive officers in a range
comparable to the median base salaries of our peer group banks. The Committee observed over the past few years
that our base salaries were generally below that median. It gradually made increases which have, for the most part,
brought us to the median range with regard to most of our executive officers. The Committee has compared the
Company’s base salaries at least annually to surveys furnished by our Human Resources Officer, and it has
reviewed them with our compensation consultant. The Committee makes recommendations to the Board of
Directors with respect to all Company officers and with respect to certain senior executive officers of the subsidiary
banks and trust company. The Committee takes into consideration in making its recommendations not only peer
group base salary numbers but also the performance of the Company as a whole and the individual performances
of the officers under consideration. The achievement of Company goals and individualized goals are taken into
account in the annual incentive bonus programs discussed below.

Annual Performance Incentive Plan. The annual performance incentive plan was revised for calendar year
2004 following the merger with CommerceSouth. The plan provides for the possibility of bonuses for all officers
participating in the plan based in part on the achievement of certain individualized goals set in advance by senior
management and in part on the performance of BancTrust, with regard to appropriate officers, and individual
subsidiaries with regard to other officers. The relative weight given to each element varies as to each officer. The
Committee, in crafting the plan in consultation with its consultant, sought to motivate the executive officers to
focus not only on their individual responsibilities but also on the Company as a whole. The latter element seemed
to the Committee to be particularly important as the former CommerceSouth officers and employees were
integrated into the Company. The amount of the bonuses is related to a percentage of base salary, with such
percentages being generally higher for higher ranking officers. The base percentage is awarded for meeting all of
the target goals. In some cases that percentage can be exceeded when the target goals are exceeded and can be
reduced where the target goal is not met but a significant percentage of the target goal is met. The Compensation
Committee intends to review the annual performance incentive plan each year as the goals of the Company change
from time to time.

Long Term Incentive Plan. The Committee began working with its consultant in the early part of 2004 on
a long term incentive plan based on stock options. Considerable study went into the development of a five-year
plan which required goals to be met at the end of the five-year period. Since the plan was not completed until late
in the vear, it was decided that it would not be implemented until calendar year 2005 and that, in view of the hard
work and successful completion of the integration of CommerceSouth, a restricted stock award would be made to
the officers expected to be participants in the long term plan. Restricted stock awards under the Company’s 2001
Incentive Stock Option Plan were granted in early 2005 to those officers in an amount that approximated the value
of the stock options which would have accrued during the first year had the plan been in effect. It is contemplated
by the Compensation Committee that the long term plan will now have a four year horizon commencing with 2005.

The stock option grants to named executive officers in 2004 are shown in the table entitled “Option Grants
in Last Fiscal Year.”

Options previously granted and outstanding at year-end are shown in the table entitled “Aggregate Option
Exercises in Last Fiscal Year and Fiscal Year-End Option Values.”

Other Compensation. Additionally, BancTrust’s subsidiaries maintain broad-based employee benefit plans,

including pension plans and 401(k) savings and profit sharing plans, as described elsewhere in this document in the
section entitled “Pension Plans.” Officers of BancTrust participate in such plans on the same basis as other employees.
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Chief Executive Compensation

The Committee meets in executive session to review the Chief Executive Officer’s salary, annually consults
with its consulting firm and uses compensation surveys with respect to peer bank practices. Compensation of the
Chief Executive Officer is determined in accordance with the same basic factors as described above for other
executive officers

The 2004 base salary increase for the Chief Executive Officer was established with a view to achieving a level
of compensation in the median range of peer bank CEQO’s. The Committee is empowered to recommend to the
Board the Chief Executive Officer’s base salary in its discretion and without regard to particular factors. The
Committee considered, however, the above referenced consultant’s report as well as the achievement by BancTrust
of certain financial and strategic objectives, particularly the successful merger and integration of CommerceSouth
under Mr. Lamar’s leadership.

The 2004 bonus for the Chief Executive Officer, determined in accordance with BancTrust’s Performance
Incentive Plan, was $126,672, an amount equal to approximately 43.7% of his 2004 salary. The CEO’s bonus was
based on his meeting or exceeding the target goals specified in the Performance Incentive Plan. Those goals were
principally earnings and growth goals for the entire Company.

The Executive Committee met eight times in 2004 and five of those meetings were devoted entirely or in
substantial part to discussion of compensation matters. The current members of the Executive Committee are as
follows:

Stephen G. Crawford
James P. Hayes, Jr.
Clifton C. Inge

W. Bibb Lamar, Jr.
Harns V. Morrissette
J. Stephen Nelson
Paul D. Owens, Jr.
Dennis A. Wallace
Earl H. Weaver

The members of the new Compensation Committee appointed on January 19, 2005 are as follows:

James A. Faulkner
James P. Hayes, Jr.
Harris V. Morrissette

CERTAIN TRANSACTIONS AND MATTERS

Some of the directors, executive officers, and nominees for election as directors of BancTrust, as well as firms
and companies with which they are associated, are and have been customers of its subsidiary banks and as such
have had banking transactions, including loans and commitments to loan, with subsidiary banks during 2004.
These loans and commitments to loan, including loans and commitments outstanding at any time during the period,
were made in the ordinary course of business on substantially the same terms, including rates and collateral, as
those prevailing at the time for comparable transactions with other persons and, in the opinion of subsidiary bank
management, did not involve more than the normal risk of collectibility or present other unfavorable factors.

Stephen G. Crawford, a director and nominee and a temporary employee and executive officer of BancTrust
from August 2003 until December 31, 2004, is a member of the Hand Arendall, L.L.C. law firmn, which serves as
counsel for BancTrust and its subsidiaries. Broox G. Garrett, Jr., a director and nominee, is a partner in the law
firm of Thompson, Garrett & Hines, L.L.P., which serves as counsel for the Mobile Bank branches in Brewton and
the Trust Company.
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INDEPENDENT ACCOUNTANTS

KPMG LLP served as BancTrust’s independent registered accounting firm in 2004. In accordance with the
recommendation of the Audit Committee, BancTrust’s Board of Directors has appointed KPMG to serve as
BancTrust’s independent auditor for 2005.

Audit and Non-Audit Fees

The following table presents fees for professional audit services rendered by KPMG for the audit of
BancTrust’s Annual Financial Statements for the years ended December 31, 2004, and December 31, 2003, and
fees billed for other services rendered by KPMG during those periods.

2003 2004
Audit Fees $206,000 $505,263
Audit Related Fees 98,870 44,507
Tax Fees 85,978 91,376
All Other Fees 0 0
Total 390,848 641,146

Audit fees consisted of audit work performed in the preparation of financial statements, including an audit of
BancTrust’s internal controls over financial reporting, as well as work generally only the independent auditor can
reasonably be expected to provide, such as statutory audits. Audit related fees consisted primarily of registration
statements, accounting consultation, and benefit plan audits. Tax fees consisted principally of tax consultation and
preparation of tax returns. All audit related services, tax services and other services were pre-approved by the Audit
Committee, which concluded that the provision of such services was compatible with the maintenance of KPMG’s
independence.

KPMG will have representatives present at the annual meeting to respond to appropriate questions and to
make a statement if they so desire.
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OTHER MATTERS
Management currently does not know of any other matters to be presented at the meeting.

If a Proxy in the form enclosed is executed properly and is returned before the meeting, the shares represented
thereby will be voted in accordance with the directions given in that Proxy. If no specific directions are given, the
shares will be voted, subject to and in accordance with the provisions herein contained, “For” the Board of
Directors’ nominees in the election of directors. If any other matter is presented at the meeting, the shares will be
voted in accordance with the recommendations of the Board of Directors. At any time prior to its exercise, a Proxy
may be revoked by written notice or a subsequently dated Proxy delivered to the Secretary of BancTrust.

Solicitation of proxies will be made initially by mail. In addition, proxies may be solicited in person or by
telephone by directors, officers, and other employees of BancTrust and its subsidiaries. The cost of printing,
assembling, and mailing this Proxy Statement and related material furnished to shareholders and all other expenses
of solicitation, including the expenses of brokers, custodians, nominees, and other fiduciaries who, at the request
of BancTrust, mail material to or otherwise communicate with beneficial owners of shares held by them, will be
borne by BancTrust.

The presence, in person or by proxy, of a majority of the outstanding shares of Common Stock is necessary
to constitute a quorum of the shareholders to take action at the meeting. Once a quorum is established, (i) directors
must be elected by a majority of the votes cast; and (ii) any other action to be taken generally must be approved
by votes cast in favor in excess of votes cast against. Abstentions and shares represented by “broker non-votes”
(i.e., shares held by brokers or nominees which are represented at a meeting but with respect to which the broker
or nominee is not empowered to vote on a particular proposal) will be counted as present for purposes of
determining whether there is a quorum at the meeting. Nasdagq rules provide that brokers and nominees cannot vote
the shares that they hold on behalf of other people either for or against certain matters without specific instructions
from the person who beneficially owns those shares. Abstentions and broker non-votes are not counted in
determining the number of shares voted for or against the election of directors.

Communications Between Shareholders and the Board of Directors

Pursuant to a policy of BancTrust’s Board of Directors, shareholders wishing to communicate with
BancTrust’s Board of Directors, either individually or as a group, should address correspondence in care of:
Secretary, BancTrust Financial Group, Inc., 100 St. Joseph Street, Mobile, Alabama 36602. The communication
will be forwarded to the individual board member or to the entire Board as appropriate.

Shareholder Proposals

Shareholder proposals intended to be submitted for consideration at the 2006 Annual Meeting of the
Shareholders of BancTrust must be submitted in writing to and received by the Secretary of BancTrust not later
than December 12, 2005, to be included in BancTrust’s Proxy Statement and form of Proxy relating to that
meeting. The named proxies for the 2006 annual meeting will have discretionary voting authority with respect to
any shareholder proposal not received in writing by February 25, 2006, and they will exercise their authority in
accordance with the recommendations of BancTrust’s Board of Directors.

7. Iyt S —

F. Michael Johnson
Executive Vice President,
CFO and Secretary
Enclosures
April 11, 2005
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APPENDIX A
BancTrust Financial Group, Inc.

Audit Committee Charter

Purpose

On behalf of the Board of Directors, the Audit Committee’s function is to oversee the Company’s
accounting and financial reporting processes and audits of the Company’s financial statements.
Primary responsibility for the Company’s financial reporting and internal control structure lies with
senior management, with oversight by the Board of Directors. The Audit Committee shall:

® maintain open avenues of communication between the board of directors, management, the
internal auditors, and the Independent Auditors;

@® be an informed, vigilant, and effective overseer of the Company’s internal controls and
disclosure controls and procedures for financial reporting purposes;

® have its duties and responsibilities set forth in a written charter;
® report its activities to the full board on a regular basis;

® comply with applicable law including Nasdaq and SEC rules and requirements of the Sarbanes-
Oxley Act and follow regulations established by the holding company and its affiliates’
governing regulatory agencies.

Committee Organization

The Audit Committee shall be appointed annually by the Board of Directors. The Committee shall be
comprised of at least three (3) but no more than five (5) directors, each of whom shall be independent as
required by Section 10A(m) of the Securities Exchange Act of 1934, any rules and regulations
promulgated thereunder by the SEC, and the Rules of the National Association of Securities Dealers.

Each member of the Audit Committee shall be financially literate or become financially literate within
a reasonable period of time after appointment to the Audit Committee.

Authorities and Responsibilities

The Audit Committee shall meet at least 4 times per year or more frequently as circumstances require.
The Company’s Chief Financial Officer and Internal Auditor will normally be present at each meeting,
as well as the company’s Independent Auditor when appropriate. During most meetings, the
Committee will hold private sessions with the Internal Auditor and the Independent Auditor. The
Company’s General Counsel or legal representative may also attend the Committee’s meetings to
discuss legal matters which may impact the Company’s financial position.

The Audit Committee has authority to retain outside legal counsel, accountants or other advisors,
when deemed necessary, without the prior permission from the Corporation’s Board of Directors or
management and shall be provided the necessary resources for such purposes.

The Audit Committee shall maintain minutes and other relevant documentation of all meetings held.
The Committee should report actions taken to the Board of Directors with such recommendations as
the Committee may deem appropriate.




The Audit Committee shall review, at least annually, the committee’s charter and recommend any
proposed changes to the Board for approval. On an ongoing basis, the Audit Committee shall perform
self assessments to ensure that the Committee’s responsibilities defined in the Charter are being
performed and take corrective action when necessary.

The Audit Committee shall review annually the Company’s Code of Ethics for directors, officers, and
employees, approve all waivers of the Code of Ethics and Conduct for directors and officers, and ensure
timely disclosure of any such waivers by the Audit Committee.

The Audit Committee’s responsibilities shall also include the following:

® review with management and the Independent Auditor the Company’s filings with the Securities
and Exchange Commission and other agencies containing the company’s financial statements,
including annual (10-K) and interim reports (10-Q) and consider whether the information
contained in these documents is consistent with the information contained in the financial
statements;

® review earnings press releases;

® review of major issues presented by internal audit and external audit regarding accounting
principles and financial statement presentation;

® review of analyses prepared by management or auditors relating to financial reporting issues;
® review of the effect of regulatory and accounting initiatives;

® review of any financial information and earnings guidance provided to analysts and ratings
agencies;

® discuss policies with respect to risk assessment and risk management;

® meet separately, periodically, with management, with internal auditors (or other personnel
responsible for the internal audit function) and with Independent Auditors;

® review with the Independent Auditors any audit problems or difficulties and management’s
response;

® before hiring an employee or former employee of the Independent Auditors, set clear hiring
policies related to these prospective employees; and

® report regularly to the Board of Directors.

The Audit Committee shall establish procedures for the receipt, retention, and treatment of complaints
received by the Corporation regarding accounting, internal accounting controls, or auditing matters,
and for the confidential, anonymous submission by Corporation employees of concerns regarding
questionable accounting or auditing matters.

The Audit Committee shall disclose in the Company’s proxy statement:

® whether the Audit Committee satisfied its Audit Committee Charter responsibilities;
® the complete Audit Committee Charter at least once every three years;

® that the independent auditors have discussed with the Audit Committee matters required to be
discussed in Statement of Auditing Standards No. 61 including judgments used in developing
financial reports;

® that the Audit Committee has discussed the judgments in private session; and
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® that the Audit Committee recommended to the Board of Directors, that the audited financial
statements be included in the Company’s Annual Report on Form 10-K for filing with the
Securities and Exchange Commission..

Required Processes

The Internal Auditor is ultimately responsible to the Board and the Audit Committee and shall report
to the Chief Executive Officer and the Audit Committee. The Audit Committee shall select, evaluate,
and replace the Internal Auditor as appropriate. The Audit Committee shall:

® oversee and periodically review all services performed for the Internal Auditor by third parties;

® review summaries of all significant findings in Internal Auditor’s reports as well as the
resolution of such findings;

@ review the annual internal audit plans and assesses the Internal Auditor’s performance against
the plan; and

® meet privately with the Internal Auditor and his staff at regular meetings and on an as needed
basis.

External Audit

The Audit Committee shall be directly responsible for the appointment, compensation, and oversight
of the work of any public accounting firm employed for preparing or issuing an audit report or related
work. Each such public accounting firm shall report directly to the Audit Committee. The Committee
shall have the sole authority to hire, determine funding for, evaluate, and fire the Independent Auditor.
The Audit Committee shall:

® review the scope and approach of the annual audit with the Independent Auditor;

® review the Independent Auditor’s identification of issues and business and financial risks and
exposures;

® confirm and assure the independence of the Independent Auditors on an annual basis;

® instruct the Independent Auditor to communicate and report directly to the Audit Committee
any difficulties or disputes with management; and

® approve in advance all audit and non-audit services to be provided by the Independent Auditor
which are permissible under the law.

The Audit Committee has adopted the BancTrust Financial Group Inc. Audit and Non-Audit Services,
Pre-Approval Policy, which the Audit Committee shall administer.

To the extent permitted by applicable SEC rules, the Audit Committee is authorized from time to time
to delegate to one or more of its members, or to establish reasonably detailed pre approval policies and
procedures pursuant to which management, shall have the authority to engage permissible services
from the Independent Auditors other than audit, review, and attest services, provided that all such
decisions to engage any permissible non-audit service shall be reported to the full committee at its next
scheduled meeting.

The Audit Committee shall not engage the independent auditors for non-audit services that would
impair their independence as described in Section 210.2-01(c)(4) of SEC Regulation S-X.



APPENDIX B
BancTrust Financial Group, Inc.

Audit and Non-Audit Services, Pre-Approval Policy

Statement of Principles

As contemplated by the Sarbanes-Oxley Act of 2002 (the Sarbanes Act) and related SEC rules, and as
provided in the Holding Company’s Audit Committee Charter, the Audit Committee is responsible for the
appointment, compensation, retention, and oversight of the work of the Company’s independent auditor.
In connection with such responsibilities, the Audit Committee is required to pre-approve the audit and
non-audit services performed by the Company’s independent auditor. As part of the pre-approval process,
the Audit Committee shall consider whether the services to be performed by the auditor are consistent with
the SEC’s rules on auditor independence.

The Audit Committee shall pre-approve, by resolution, the type and amount of Audit, Audit-related, Tax,
and All Other services to be performed by the Company’s independent auditor. The term of such pre-
approval is 12 months from the date of pre-approval, unless otherwise specified in such resolutions. The
Audit Committee approves its pre-approval resolutions at least annually and modifies the types and
amounts of services as it determines in its discretion.

Delegation

As contemplated by the Sarbanes Act and applicable SEC rules, the Audit Committee hereby delegates to
the Chairman of the Audit Committee the authority to approve the engagement of the independent auditor
to provide non-audit services as permitted by the Sarbanes Act, to the extent that such non-audit services
are not pre-approved as set forth in this Policy and if such engagement is less than $10,000. The Chairman
shall report, for informational purposes only, any pre-approval of non audit services under the approved
pre-approval policy at its next scheduled meeting.

Audit Services

The annual audit services engagement terms and fees will be subject to the specific pre-approval of the
entire Audit Committee. Audit services include the annual financial statement audit (including required
quarterly reviews), subsidiary audits, equity investment audits and other procedures required to be
performed by the independent auditor to be able to form an opinion on the Company’s consolidated
financial statements. These other procedures include information systems and procedural reviews and
testing performed in other areas to understand and place reliance on the systems of internal control, and
consultations relating to the audit or quarterly review. Audit services also include the attestation
engagement for the independent auditor’s report on management’s report on internal controls for financial
reporting. The Audit Committee will monitor the audit services engagement as necessary, but no less than
on a quarterly basis, and will also approve, if necessary, any changes in terms, conditions, and fees resulting
from changes in audit scope, Company structure or other items.

In addition to the annual audit services engagement approved by the Audit Committee, the Audit
Committee may pre-approve other audit services, which are those services that only the independent
auditor reasonably can provide. Other audit services may include statutory audits or financial audits for
subsidiaries or affiliates of the Company and services associated with SEC registration statements, periodic
reports, and other documents filed with the SEC or other documents issued in connection with securities
offerings.
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Audit Related Services

Audit related services are assurance and related services that are reasonably related to the performance of
the audit or review of the Company’s financial statements or that are traditionally performed by the
independent auditor. The Audit Committee may pre-approve audit-related services, including among
others, due diligence services pertaining to potential business acquisitions/dispositions; accounting
consultations related to accounting; financial reporting or disclosure matters not classified as “audit
services”; assistance with understanding and implementing new accounting and financial reporting
guidance from rulemaking authorities; financial audits of employee benefit plans; agreed-upon or
expanded audit procedures related to accounting and/or billing records required to respond to or comply
with financial, accounting, or regulatory reporting matters; and assistance with internal control reporting
requirements.

Tax Services

The Audit Committee may pre-approve those tax services that have historically been provided by the
auditor, that the Audit Committee has reviewed and believes would not impair the independence of the
auditor, and that are consistent with the SEC’s rules on auditor independence. The Audit Committee may
consult with management or its independent advisors, including counsel, to determine that the tax
planning and reporting positions are consistent with this Policy.

All Other Services

The Audit Committee may pre-approve those all other services that the Audit Committee has reviewed and
believes would not impair the independence of the auditor, and that are consistent with the SEC’s rules on
auditor independence.

A list of the SEC’s prohibited non-audit services is attached to this policy as Exhibit 1. The independent
auditors shall not provide any of these services to the Company.

Pre Approval Fee Levels or Budgeted Amounts

Pre approval fee levels or budgeted amounts for all services to be provided by the independent auditor will
be submitted to the Chief Financial Officer and shall include a description of the services to be rendered.
The Chief Financial Officer will determine whether such services are included within the list of services
that have been pre-approved by the Audit Committee. The Audit Committee will be informed on a periodic
basis of the services rendered by the independent auditor. The Chief Financial Officer shall consult as
necessary with the Chairman of the Audit Committee in determining whether any particular service has
been pre-approved by the Audit Committee. The Audit Committee has designated the Chief Financial
Officer to monitor the performance of all services provided by the independent auditor and to determine
whether such services are in compliance with this Policy. The Chief Financial Officer will report to the
Audit Committee on a periodic basis on the results of such monitoring. The Chief Financial Officer will
immediately report to the Chairman of the Audit Committee any breach of this Policy that comes to the
attention of the Chief Financial Officer.




Exhibit 1
Prohibited Non Audit Services

® Bookkeeping or other services related to the accounting records or financial statements of the audit
client

Financial information systems design and implementation

Appraisal or valuation services, fairness opinions or contribution in-kind reports
Actuarial services

Internal audit outsourcing services

Management functions

Human resources

Broker-dealer, investment adviser or investment banking services

Legal services

Expert services unrelated to the audit.

Any other services that the Public Company Accounting Oversight Board determines, by regulation, is
impermissible.
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APPENDIX C
BancTrust Financial Group, Inc.

Code of Ethics

Authority

Section 406 of the Sarbanes-Oxley Act of 2002 requires a company that is subject to the reporting
requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934 to disclose whether or not the
company has adopted a code of ethics for its senior financial officers that applies to the company’s principal
financial officer and comptroller or principal accounting officer, or persons performing similar functions.
The Securities and Exchange Commission and the NASDAQ require publicly traded companies to
maintain a code of ethics for its executive officers, directors, and employees.

Scope

The Code of Ethics shall apply to each director, officer, and employee (the “ Employees”) of BancTrust
Financial Group, Inc. (the “Company”), and its affiliates, BankTrust, Sweet Water State Bank, BankTrust
(Florida), BankTrust of Alabama, BancTrust Company, Inc., BancTrust Financial Services, Inc., and any’
other direct or indirect subsidiary of the Company now or at any time in the future (the “Affiliates™).

Introduction

“Code of Ethics” is defined by the Sarbanes-Oxley Act as a written standard that is reasonably designed to
deter wrongdoing and to promote:

® Honest and ethical conduct, including the ethical handling of actual or apparent conflicts of interest
between personal and professional relationships;

® Full, fair, accurate, timely, and understandable disclosure in the periodic reports to be filed by the
Company; and

® Compliance with applicable governmental laws, rules, and regulations.
A “Code of Ethics” should also promote:

® The prompt internal reporting to an appropriate person or persons identified in the Code of
violations of the Code;

® Full, fair, accurate, timely and understandable disclosure in other public communications made by
the Company; and

® Accountability for adherence to the Code of Ethics.

The Company requires and expects each director, officer, and employee of the Company and the Affiliates
to advocate and adhere to the following principles governing their professional and ethical conduct in the
fulfillment of their respective responsibilities.

CODE OF ETHICS

Honest and Ethical Conduct

Legal and Ethical Standards
The Employees of the Company and the Affiliates will adhere to the highest légal and ethical standards
applicable to the business of the Company.
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A. Business will be conducted in strict observance of both the letter and the spirit of applicable law,
whether local, state, federal or foreign.

B. In all situations including those where there are no applicable legal principles, or the law is
unclear or conflicting, business will be conducted in such a manner that the Company and the
Affiliates will not be embarrassed if the full facts are disclosed.

C. The integrity of our institution and people is of utmost importance. Even the appearance of
legal or ethical impropriety will be avoided. -

Confidential and Insider Information

Non-publicly disclosed information obtained from customers and suppliers, as well as such information
generated internally with respect to customers, suppliers, employees, and the Company’s own affairs, will
be safeguarded and will not be used or disclosed except in the proper conduct of our business. The
Company and the Affiliates have adopted policies establishing standards for the Employees of the
Company and the Affiliates in the collection, use, and security of customer information.

A. Disclosure of confidential information within the Company will be restricted to those havinga
proper need for such information.

B. The Company and the Affiliates will publicly disclose, at the earliest appropriate time, all
material developments relevant to their affairs which they are required by law to disclose. Such
releases will be made through the proper corporate channels and follow the rules established by
any applicable regulatory agencies. In doing so, the Company and the Affiliates will avoid,
where possible, compromising confidential information relative to customers, suppliers, and
employees.

Misuse of Corporate Fosition or Property

Corporate property, services, opportunities, confidential or insider information, and corporate position,
authority, or influence accruing or available to the Employees of the Company or the Affiliates on account
of their affiliation with the Company and the Affiliates shall not be used for personal benefit. Such
individuals should not accept gifts or other favors which may appear to influence, or in fact influence, their
actions or judgment in the discharge of their duties to the Company or the Affiliates. ‘

Personal Responsibilities

The Employees of the Company and the Affiliates should conduct their personal affairs in such fashion that
their duties and responsibilities to the Company and the Affiliates are not jeopardized, and ethical and/or
legal questions do not arise with respect to their association or work with the Company and the Affiliates.
Compliance with this Code is the responsibility of every director, officer, and employee, both with regard
to their own affairs and with respect to reporting any possible violations of which they may become aware.

A. Conflicts of interest should be avoided. A possible conflict of interest exists whenever directors,
officers, employees, or members of their immediate families have an interest, direct or
indirect, in an entity or matter which may influence a decision or reccommendation they may
have to make in the discharge of their responsibilities to the Company and the Affiliates. In the
event a possible conflict does arise, its nature and extent should be fully disclosed immediately
to the Chief Executive Officer of the Company, or, if he or she is not available, to another
executive officer of the Company.

B. Community and political activities are encouraged provided participation is accomplished in a
legal manner, does not interfere with the discharge of work, duties or responsibilities owed the
Company or the Affiliates, and is done in a manner clearly indicating the director, officer, or
employee does not speak or act for the Company or the Affiliates.
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C. Corporate directorships, election or appointment to public office, commissions, boards, etc.,
may not be accepted by an officer or employee without prior approval of the Chief Executive
Officer of the Company.

D. Personal and financial affairs of Employees are expected to be conducted on a sound, moral,
ethical, and legal basis.

E. Officers and employees should be familiar with the provisions of the “General Statement of
Personal Guidelines” included in the comprehensive Personnel Policies and Procedures of the
Company and the Affiliates.

Intracorporate Relationships

Each director, officer, and employee has an important contribution to make to the Company’s overall
objective of providing high quality financial services to customers at a reasonable profit in an ethical,
competent, and professional manner. To accomplish this objective, it is imperative that we not only deal
fairly and honestly with our customers, suppliers, auditors, attorneys, shareholders, and the public at
large, but also in our relations with each other, both as individuals and as entities.

Reporting Requirements

The Securities Exchange Act of 1934 empowers the Securities and Exchange Commission to require
periodic reporting of information by companies with publicly traded securities. Sections 302 and 906 of the
Sarbanes-Oxley Act require the principal executive and financial officers of a company filing periodic
reports to certify in each quarterly and annual report, among other things, that the report does not contain
any untrue statement of a material fact or omit to state a material fact necessary in order to make the
statements made, in light of the circumstances under which such statements were made, not misleading,
and the financial statements, and other financial information included in the report, fairly present in all
material respects the financial condition and results of operations of the Company and the Affiliates. The
Chief Executive Officer, Chief Financial Officer, Principal Accounting Officer, and any employee acting
in that capacity are responsible for the full, fair, accurate, timely and understandable disclosure of financial
reporting. It is the responsibility of the Employees of the Company and the Affiliates, regardless of
position, to assist in any way possible in assuring that the financial information presented for the Company
and the Affiliates, certified by the principal executive and financial officers, is fully, fairly, accurately,
timely, and understandably reported.

The Sarbanes-Oxley Act of 2002 and resulting rules of the Securities and Exchange Commission and
NASDAQ require the Company to disclose whether it has a Code of Ethics applicable to certain officers,
namely, the Chief Executive Officer, the Chief Financial Officer, the principal accounting officer, and
anyone acting in that capacity, regardless of title. This Code is intended to comply with these requirements
and be applicable to all officers, employees, and directors of the Company and the Affiliates.

Governmental Laws, Rules, and Regulations

The Employees of the Company and the Affiliates should follow the rules established by applicable govern-
mental laws and regulations. The Employees of the Company and the Affiliates should adhere to the
regulations set forth by the appropriate regulatory body included but not limited to The Securities and
Exchange Commission, The Board of Governors of the Federal Reserve, The Federal Deposit Insurance
Corporation, The Alabama State Banking Department and the Florida Office of Financial Regulation.

Administration

The Sarbanes-Oxley Act of 2002 requires the Audit Committee of all publicly traded companies to:
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A. Establish procedures for receiving, retaining, and handling complaints to the company
regarding accounting, internal accounting controls, or auditing matters; and

B. Establish a means for employees of the company to submit confidential and anonymous reports
regarding questionable accounting or auditing matters.

The Audit Committee and Board of Directors of the Company and the Affiliates expect the Employees to
follow the established Code of Ethics and to report the Company’s financial information, and follow its
accounting and auditing practices in a reliable and accurate manner. Every Employee of the Company and
the Affiliates is responsible for reporting deviations from the Code of Ethics, irregularities, or suspicious
activities. While normal channels of communication and reporting exist within the Company and the
Affiliates, Employees who are not comfortable reporting deviations from this Code, irregularities or
suspicious activities through the normal channels are encouraged to report the information directly to the
Chairman of the Company’s Audit Committee. The Audit Committee has adopted a separate policy
establishing the procedures whereby Employees may report irregularities or suspicious activities
anonymously to the Chairman of the Company’s Audit Committee.

Amendments and Waivers

Requested amendments to the Code of Ethics should be submitted in writing for approval by the Audit
Committee of the Company and ratification by the Board of Directors of the Company.

Requested waivers from the Code of Ethics should be submitted in writing for approval by the Audit
Committee of the Company and ratification by the Board of Directors of the Company.

Material violations of the Code of Ethics should be brought to the immediate attention of the Chief
Executive Officer of the Company, the Company’s Auditor, or its Audit Committee.

The Company is required to disclose material departures from its Code of Ethics and amendments to its
Code of Ethics within five (5) business days after it amends or waives a requirement of its Code of Ethics.
The disclosure of amendments or waivers shall be made available on the company’s web site,
www.banctrustfinancialgroupinc.com.

Administering the Code of Ethics is the responsibility of the Human Resources Manager, with assistance
provided as follows:

A. Where any doubt exists, interpretation and clarification as to the applicability of this Code to a
particular situation should be sought from the Chief Executive Officer or Human Resources
Manager of the Company, or the Chairman of the Company’s Audit Committee.

B. Allamendments to this Code will be first approved by the Audit Committee. The Human
Resources Manager, in consultation with General Counsel of the Company, from time to time
may issue interpretations, guidelines, and relevant materials, as appropriate.

C. All departures from the Code of Ethics should be reported to the Human Resources Manager or
Chief Executive Officer of the Company, or the Chairman of the Company’s Audit Committee.
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Part 1
Forward-Looking Statements

This Annual Report on Form 10-K contains certain forward-looking information with respect to the
financial condition, results of operations and business of BancTrust Financial Group, Inc. (the “Company” or
“BancTrust”), included in the Notes to Consolidated Financial Statements in Item 8, statements contained in Item
1 below with respect to the Company’s plans for the future, and in Item 7 below with respect to security
maturities, loan maturities, loan growth, expectations for and the impact of interest rate changes, the adequacy of
the loan loss reserve, expected loan losses, the ability to improve the efficiency ratio and the impact of inflation,
unknown trends or regulatory action and other matters. These “forward-looking statements” (as defined in
Section 21E of the Securities and Exchange Act of 1934) can generally be identified by words such as “should,”
“could,” “may,” “expects,” “anticipates,” “plans,” “intends,” of words of similar meaning. The Company
cautions readers that forward-looking statements, including without limitation those noted above, are subject to
risks and uncertainties that could cause actual results to differ materially from those indicated in the forward-
looking statements. Factors that may cause actual results to differ materially from those contemplated include,
among others: (1) interest rate fluctuations; (2) changes in economic conditions; (3) effectiveness of the
Company’s marketing efforts; (4) acquisitions and the integration of acquired businesses; (5) competition;

(6) changes in technology; (7) changes in law; (8) changes in fiscal, monetary, regulatory and tax policy;

(9) customers’ financial failures; (10) fluctuations in stock and bond markets; (11) the discretion of applicable
regulatory authorities; (12) changes in political conditions; (13) war; (14) inflation; and (15) other risks and
uncertainties listed from time to time in the Company’s public announcements and in its filings with the
Securities and Exchange Commission (the “SEC”).
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Item 1. Business
General

BancTrust is a registered bank holding company incorporated under Alabama law. BancTrust was originally
incorporated as a Delaware corporation under the name Mobile National Corporation. In 1993, the Company
changed its name to South Alabama Bancorporation, Inc. It operated under that name until May of 2002, when it
changed its name to BancTrust Financial Group, Inc. In 1996, BancTrust changed its state of domicile from
Delaware to Alabama. BancTrust’s corporate headquarters are located at 100 St. Joseph Street, Mobile, Alabama
36602. BancTrust’s subsidiaries have offices in Autauga (1), Baldwin (3), Barbour (2), Clarke (1), Escambia (3),
Marengo (4), Mobile (7), Monroe (2), and Montgomery (2) Counties in Alabama and in Bay (2), Okaloosa (3),
and Walton (3) Counties in Florida.

As of December 31, 2004, BancTrust and its subsidiaries had approximately 380 full-time equivalent
employees. BancTrust had total consolidated assets at December 31, 2004 of approximately $1.2 billion and totai
consolidated deposits of approximately $986.9 million.

BancTrust offers a broad range of banking and trust services through the following subsidiaries:

+  BankTrust, formerly South Alabama Bank, headquartered in Mobile, Alabama (the “Mobile Bank™);

*  Sweet Water State Bank, headquartered in Sweet Water, Alabama (the “Sweet Water Bank™);

*  BankTrust of Alabama, formerly CommerceSouth Bank Alabama, headquartered in Eufaula, Alabama
(the “Eufaula Bank™);

* BankTrust (Florida), formerly CommerceSouth Bank Florida, headquartered in Santa Rosa Beach,
Florida (the “Santa Rosa Beach Bank™);

*  BancTrust Company, Inc., formerly South Alabama Trust Company, Inc., headquartered in Mobile,
Alabama (the “Trust Company”); and




* BancTrust Financial Services, Inc., headquartered in Mobile, Alabama (a subsidiary of the Mobile
Bank).

¢ Credit Plan, Inc., headquartered in Eufaula, Alabama (a subsidiary of the Eufaula Bank).

BancTrust reviews policies for its subsidiaries and coordinates certain elements of their common internal
functions, such as loan review, marketing and business development, accounting, auditing, compliance and
computer operations. BancTrust utilizes the services and capabilities of its staff and the staffs of its subsidiaries
in conducting its business. ‘

The Company’s banking subsidiaries all offer similar banking services, including business and personal
checking accounts, money market accounts, savings accounts, certificates of deposit, overdraft protection, the
extension of business and personal loans, mortgages on commercial and residential real estate, access to
automated teller machines through the Cirrus System, Inc., Pulse EFT Association and Star Honor Technologies,
Inc., retail repurchase agreements, safe deposit box facilities, credit card privileges, traveler’s checks, letters of
credit, foreign transfers and remittances and wire transfers. The Company’s banking subsidiaries also offer
general banking advice and consultation to the public as well as other customer convenience and community
oriented services. Additionally, these banks offer additional services through relationships with correspondent
banks which may be requested by their customers. BancTrust does not currently offer international banking
services. BancTrust offers the foregoing services to business and individuals through its 33 offices located in the
southern half of Alabama and the Florida panhandle. In addition to its offices, BancTrust operates a network of
automated teller machines that are linked with shared automated tellers in all 50 states. The Trust Company
offers general, corporate and personal trust services. Its primary market area consists of BancTrust’s Alabama
matrket area. In 2004, the Santa Rosa Beach Bank obtained authority to offer and began marketing trust services
in our Florida market. Mutual funds, annuities and certain insurance products and securities are offered to
customers in all of our markets through BancTrust Financial Services, Inc., a subsidiary of the Mobile Bank.

The following table reflects certain basic information concerning BancTrust and its subsidiaries as of
December 31, 2004:

(Dollars in Thousands)

Santa
Rosa Sweet
Eufaula Mobhile Beach Water Trust
Bank Bank Bank Bank - Company Consolidated!

Banking Offices ................ 5 17 8 3 2 33
Employees .................... 63 185 76 25 19 380
Percent of Ownership ........... 100% 100% 100% 100% 100% 100%
Loans (Net of unearned income) .. $161,692 $461,089 $239,426  $41,484 $ 0 $ 903,691
Investments ................... 20,086 111,648 11,398 7,495 963 151,590
Total Assets ................... 217,720 629,277 288,589 52,471 2,244 1,191,222
Deposits ...................... 165,743 536,088 241,921 46,946 n/a 986,904
Equity Capital ................. $ 38,607 $ 59,336 $ 42,134 $ 4,677 $2,051 $ 122,183

I Amounts include BancTrust and its subsidiaries. All material intercompany balances have been eliminated
in consolidation.

Further segment information is included in Note 20 of the Notes to Consolidated Financial Statements,
which are contained in Item 8 of this Form 10-K.

Business Combinations

BancTrust continually evaluates business combination opportunities and sometimes conducts due diligence
activities in connection with possible business combinations. As a result, business combination discussions and,
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in some cases, negotiations take place. Since 1993, BancTrust has grown significantly through acquisitions of
eight financial institutions representing in the aggregate (at the time the acquisitions were completed)
approximately $770 million in assets.

Future business combinations involving cash, debt or equity securities can be expected. Any future business
combination or series of business combinations that BancTrust undertakes may be material in terms of assets
acquired or liabilities assumed to BancTrust’s financial condition. Recent business combinations in the financial
services industry have typically involved the payment of a premium over book and fair values. This practice may
result in dilution of book value and net income per share for the acquirer.

Consolidation of Subsidiaries

In 2003 BancTrust began the process of consolidating its subsidiary banks with the merger of BankTrust of
Brewton (formerly the First National Bank, Brewton) into the Mobile Bank. BancTrust merged the Monroe
County Bank and the Commercial Bank of Demopolis into the Mobile Bank in 2004. For operational reasons,
BancTrust expects to maintain the Eufaula Bank as a separate subsidiary for two to three years before merging it
into the Mobile Bank. BancTrust also expects to maintain the Santa Rosa Beach Bank as a separate subsidiary for
the foreseeable future. BancTrust expects this consolidation of its subsidiaries to have a beneficial effect on its
efficiency and net income.

Sale of BankTrust of Florida

On October 15, 2004, BancTrust completed the sale of all of the stock of BankTrust of Florida for $7.5 million
in cash. BankTrust of Florida represented total assets of approximately $43.7 million and total deposits of
approximately $37.7 million at December 31, 2003. The Company recorded a gross gain on the sale of $1.5 million.

Competition

BancTrust’s subsidiaries compete aggressively in the markets they serve with statewide and regional bank
holding companies, most of which have substantially greater total resources than BancTrust and numerous
branch offices located throughout BancTrust’s market area. BancTrust’s subsidiaries also compete with local
banks, credit unions, finance companies, insurance companies, mortgage companies, securities brokerage firms,
money market mutual funds, and loan production offices operated by out of state banks and other providers of
financial services in the areas they serve.

BancTrust’s subsidiaries’ compete with these institutions based on factors such as products and services
offered, delivery of services, product pricing, convenience and personal contacts.

Supervision and Regulation
General

BancTrust is a bank holding company registered with the Board of Governors of the Federal Reserve
System under the Bank Holding Company Act. As such, BancTrust and its non-bank subsidiaries are subject to
the supervision, examination, and reporting requirements of the Bank Holding Company Act and the regulations
of the Federal Reserve Board. -

The Bank Holding Company Act requires every bank holding company to obtain the prior approval of the
Federal Reserve Board before: (1) it may acquire direct or indirect ownership or control of any voting shares of any
bank if, after such acquisition, the bank holding company will directly or indirectly own or control more than 5.0%
of the voting shares of the bank; (2) it or any of its subsidiaries, other than a bank, may acquire all or substantially
all of the assets of any bank; or (3) it may merge or consolidate with any other bank holding company.

The Bank Holding Company Act further provides that the Federal Reserve Board may not approve any
transaction that would result in a monopoly or would be in furtherance of any combination or conspiracy to
monopolize or attempt to monopolize the business of banking in any section of the United States, or the effect of
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which may be substantially to lessen competition or to tend to create a monopoly in any section of the country, or
that in any other manner would be in restraint of trade, unless the anticompetitive effects of the proposed
transaction are clearly outweighed by the public interest in meeting the convenience and needs of the community
to be served. The Federal Reserve Board is also required to consider the financial and managerial resources and
future prospects of the bank holding companies and banks concerned and the convenience and needs of the
community to be served.

The Bank Holding Company Act generally prohibits BancTrust from engaging in activities other than banking
or managing or controlling banks or other permissible subsidiaries and from acquiring or retaining direct or indirect
control of any company engaged in any activities other than those activities determined by the Federal Reserve
Board to be so closely related to banking or managing or controlling banks as to be a proper incident thereto. In
determining whether a particular activity is permissible, the Federal Reserve Board must consider whether the
performance of such an activity reasonably can be expected to produce benefits to the public, such as greater
convenience, increased competition, or gains in efficiency, that outweigh possible adverse effects, such as undue
concentration of resources, decreased or unfair competition, conflicts of interest, or unsound banking practices.

The Gramm-Leach-Bliley Act, which became effective in March 2000, significantly relaxes previously
existing restrictions on the activities of banks and bank holding companies. Under the Gramm-Leach-Bliley Act,
an eligible bank holding company may elect to be a “financial holding company” and thereafter may engage in a
range of activities that are financial in nature and that were not previously permissible for banks and bank
holding companies. For a bank holding company to be eligible for financial holding company status, all of its
subsidiary financial institutions must be well-capitalized and well managed. Financial holding company status is
achieved by a declaration to the Federal Reserve Board that a bank holding company elects to be a financial
holding company. A financial holding company may engage directly or through a subsidiary in the statutorily
authorized activities of (i) securities dealing, underwriting, and market making; (ii) insurance underwriting and
agency activities; (iii) merchant banking; (iv) insurance company portfolio investments; and (v) in any activity
that the Federal Reserve Board determines by rule or order to be financial in nature or incidental to such financial
activity. The Federal Reserve Board must deny expanded authority to any bank holding company that received
less than a satisfactory rating on its most recent Community Reinvestment Act review as of the time it submits its
declaration. BancTrust is not a financial holding company.

The Gramm-Leach-Bliley Act also permits securities brokerage firms and insurance companies to own
banks and bank holding companies. The Act is also designed to streamline and coordinate regulation of
integrated financial holding companies, to provide generally for “umbrella” regulation of financial holding
companies by the Federal Reserve Board, and to promote regulation of banking activities by bank regulators,
securities activities by securities regulators, and insurance activities by insurance regulators.

Each of the subsidiary banks of BancTrust is a member of the Federal Deposit Insurance Corporation (the
“FDIC”), and, as such, their respective deposits are insured by the FDIC to the extent provided by law. Each such
subsidiary bank is also subject to numerous state and federal statutes and regulations that affect its business,
activities, and operations, and each is supervised and examined by one or more state or federal bank regulatory
agencies. BancTrust’s subsidiary banks are state-chartered banks subject to supervision and examination by the
state banking authorities of the states in which they are located. The federal banking regulator for each of the
subsidiary banks, as well as the appropriate state banking authority for each of the subsidiary banks, regularly
examines the operations of the subsidiary banks and is given authority to approve or disapprove mergers,
consolidations, the establishment of branches, and similar corporate actions. The federal and state banking
regulators also have the power to prevent the continuance or development of unsafe or unsound banking practices
or other violations of law.

Payment of Dividends

BancTrust is a legal entity separate and distinct from its banking and other subsidiaries. The principal source
of cash flow for BancTrust, including cash flow to pay dividends to its shareholders, is dividends from its
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subsidiary banks and trust company. There are statutory and regulatory limitations on the payment of dividends
by these subsidiaries to BancTrust, as well as on the payment of dividends by BancTrust to its shareholders.

As to the payment of dividends, BancTrust’s state-chartered banking subsidiaries and trust company
subsidiary are subject to the respective laws and regulations of the state in which the subsidiary is located and to
the regulations of the FDIC. Various federal and state statutory provisions limit the amount of dividends
BancTrust’s subsidiary banks can pay to BancTrust without regulatory approval. The approval of the Federal
Reserve Board is required for any dividend by a state chartered bank that is a member of the Federal Reserve
System (a “state member bank”) if the total of all dividends declared by the bank in any calendar year would
exceed the total of its net profits (as defined by regulatory agencies) for that year combined with its retained net
profits for the preceding two years. In addition, a state member bank may not pay a dividend in an amount
greater than its net profits then on hand. State member banks may also be subject to similar restrictions imposed
by the laws of the states in which they are chartered. .

If, in the opinion of a federal bank regulatory agency, an institution.under its jurisdiction is engaged in or is
about to engage in an unsafe or unsound practice (which, depending on the financial condition of the depository
institution, could include the payment of dividends), such agency may require, after notice and hearing, that such
institution cease and desist from such practice. The federal banking agencies have indicated that paying
dividends that deplete an institution’s capital base to an inadequate level would be an unsafe and unsound
banking practice. Under current federal law, an insured institution may not pay any dividend if payment would
cause it to become undercapitalized or if it already is undercapitalized. See “Supervision and Regulation—
Prompt Corrective Action” on page 7. Moreover, the Federal Reserve Board and the FDIC have issued policy
statements which provide that bank holding companies and insured banks should generally pay dividends only
out of current operating earnings.

Under Alabama law, a bank may not pay a dividend in excess of 90% of its net earnings until the bank’s
surplus is equal to at least 20% of its capital. An Alabama state bank is also required by Alabama law to obtain
the prior approval of the Superintendent of the State Banking Department of Alabama for the payment of
dividends if the total of all dividends declared by it in any calendar year will exceed the total of (a) its net
earnings (as defined by statute) for that year, plus (b) its retained net earnings for the preceding two years, less
any required transfers to surplus. In addition, no dividends may be paid from an Alabama state bank’s surplus
without the prior written approval of the Superintendent.

Under Florida law, the directors of a bank, after charging off bad debts, depreciation, and other worthless
assets, if any, and making prov1s1on for reasonably anticipated future realized losses on loans and ther assets,
may quarterly, semiannually, or annually declare a dividend of so much of the aggregate of the net profits of that
period combined with its retained net profits of the preceding two years as the directors shali judge expedient,
and, with the approval of the Florida Office of Financial Regulation, a bank may declare a dividend from retained
net profits which accrued prior to the preceding two years, but each bank shall, before the declaration of a
dividend on its common stock, carry 20 percent of its net profits for such preceding period as is covered by the
dividend to its surplus fund, until the same shall at least equal the amount of its common and preferred stock then
issued and outstanding. No bank shall declare any dividend at any time that its net income from the current year
combined with the retained net income from the preceding 2 years is a loss or which would cause the capital
accounts of the bank to fall below the minimum amount required by law, regulation, order, or any written
agreement with the Florida Office of Financial Regulation or a state or federal regulatory agency.

At December 31, 2004 BancTrust’s subsidiaries were able to pay dividends totalmg approximately $6.7.
million without the need for regulatory approval.

Capital Adequacy

BancTrust is subject to risk-based capital requirements and guidelines 1mposed by the Federal Reserve Board,
which are substantially similar to the capital requirements and guidelines imposed by the Federal Reserve Board
and the Federal Deposit Insurance Corporation on the depository institutions within their respective jurisdictions.
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For this purpose, a depository institution’s or holding company’s assets and certain specified off-balance-sheet
commitments and obligations are assigned to various risk categories. A depository institution’s or holding
company’s capital, in turn, is classified in one of three tiers: core (“Tier 1) capital, which includes common equity,
non-cumulative perpetual preferred stock, a limited amount of cumulative perpetual preferred stock at the holding
company level and minority interests in equity accounts of consolidated subsidiaries, less goodwill, and less most
intangible assets; supplementary (“Tier 27) capital, which includes, among other items, perpetual preferred stock not
meeting the Tier 1 definition, mandatory convertible securities, subordinated debt and allowances for loan and lease
losses, subject to certain limitations; and market risk (“Tier 3”) capital, which includes qualifying unsecured
subordinated debt. '

BancTrust, like other bank holding companies, currently is required to maintain Tier 1 capital and “total
capital” (the sum of Tier 1, Tier 2 and Tier 3 capital) equal to at least 4% and 8%, respectively, of its total
risk-weighted assets (including certain off-balance-sheet items, such as standby letters of credit). In addition, in
order for a holding company or depository institution to be considered “well capitalized” for regulatory purposes,
its Tier 1 and total capital ratios must be 6% and 10% on a risk-adjusted basis, respectively. At December 31,
2004, BancTrust met both requirements, with Tier 1 capital equal to 9.46% and total capital equal to 10.49% of
its total risk-weighted assets. The Federal Reserve System has allowed bank holding companies to include trust
preferred securities in Tier 1 Capital up to a maximum of 25% of Tier 1 Capital. On March 1, 2005 the Federal
Reserve System issued a new rule (12 CFR Parts 208 and 225) that reduces the amount of trust preferred
securities that may be included in Tier 1 Capital to 25% of Tier 1 capital less goodwill and any deferred tax
liability. Under this new rule, all $18.0 million of trust preferred stock currently includéd by the Company in its
calculation of Tier 1 and total capital will continue to be included in Tier 1 and total capital. Consequently,
Management does not believe this new rule will have any material adverse impact on BancTrust; however, it
does to some extent limit BancTrust’s ability to utilize trust preferred securities as a capital raising strategy in the
future.

The Federal Reserve Board also requires bank holding companies to maintain a minimum “leverage ratio”
(Tier 1 capital to adjusted total assets) of 3% if the holding company has the highest regulatory rating and meets
certain other requirements, or of 3% plus an additional “cushion” of at least 100 to 200 basis points if the holding
company does not meet these requirements. At December 31, 2004, BancTrust’s leverage ratio was 8.28%.

The Federal Reserve Board may set capital requirements higher than the minimum noted above for holding
companies whose circumstances warrant it. For example, holding companies experiencing or anticipating
significant growth may be expected to maintain capital positions substantially above the minimum supervisory
levels without significant reliance on intangible assets. Furthermore, the Federal Reserve Board has indicated that
it will consider a “tangible Tier 1 capital leverage ratio” (deducting all intangibles) and other indicia of capital
strength in evaluating proposals for expansion or new activities.

Each of BancTrust’s banking subsidiaries is subject to similar risk-based and leverage capital requirements
adopted by its applicable federal banking agency, and each was in compliance with the applicable capital
requirements as of December 31, 2004.

Failure to meet capital guidelines could subject a bank to a variety of enforcement remedies, including
issuance of a capital directive, the termination of deposit insurance by the FDIC, a prohibition on the taking of
brokered deposits, and to certain other restrictions on its business. As described below, substantial additional
restrictions can be imposed upon FDIC-insured depository institutions that fail to meet applicable capital
requirements. See “Supervision and Regulation — Prompt Corrective Action.”

The Federal Reserve Board, the Office of the Comptroller of the Currency, and the FDIC also have recently
adopted final regulations requiring regulators to consider interest rate risk (when the interest rate sensitivity of an
institution’s assets does not match the sensitivity of its liabilities or its off-balance-sheet position) in the evaluation
of a bank’s capital adequacy. The bank regulatory agencies’ methodology for evaluating interest rate risk requires
banks with excessive interest rate risk exposure to hold additional amounts of capital against such exposures.
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Prompt Corrective Action

Current federal law establishes a system of prompt corrective action to resolve the problems of
undercapitalized institutions. Under this system the federal banking regulators have established five capital
categories (“well capitalized,” “adequately capitalized,” “undercapitalized,” “significantly undercapitalized,” and
“critically undercapitalized”) and must take certain mandatory supervisory actions, and are authorized to take
other discretionary actions, with respect to institutions in the three undercapitalized categories, the severity of
which will depend upon the capital category in which the institution is placed. Generally, subject to a narrow
exception, current federal law requires the banking regulator to appoint a receiver or conservator for an
institution that is critically undercapitalized. The federal banking agencies have specified by regulation the
relevant capital level for each category.

Under the final agency rule implementing the prompt corrective action provisions, an institution that (1) has
a Total Capital Ratio of 10% or greater, a Tier 1 Capital Ratio of 6.0% or greater, and a Leverage Ratio of 5.0%
or greater and (2) is not subject to any written agreement, order, capital directive, or prompt corrective action
directive issued by the appropriate federal banking agency is deemed to be “well capitalized.” An institution with
a Total Capital Ratio of 8.0% or greater, a Tier 1 Capital Ratio of 4.0% or greater, and a Leverage Ratio of 4.0%
or greater is considered to be “adequately capitalized.” A depository institution that has a Total Capital Ratio of
less than 8.0%, a Tier 1 Capital Ratio of less than 4.0%, or a Leverage Ratio of less than 4.0% is considered to be
“undercapitalized.” A depository institution that has a Total Capital Ratio of less than 6.0%, a Tier 1 Capital
Ratio of less than 3.0%, or a Leverage Ratio of less than 3.0% is considered to be “significantly
undercapitalized,” and an institution that has a tangible equity capital to assets ratio equal to or less than 2.0% is
deemed to be “critically undercapitalized.” For purposes of the regulation, the term “tangible equity” includes
core capital elements counted as Tier 1 Capital for purposes of the risk-based capital standards plus the amount
of outstanding cumulative perpetual preferred stock (including related surplus), minus all intangible assets with
certain exceptions. A depository institution may be deemed to be in a capitalization category that is lower than is
indicated by its actual capital position if it receives an unsatisfactory examination rating.

An institution that is categorized as undercapitalized, significantly undercapitalized, or critically
undercapitalized is required to submit an acceptable capital restoration plan to its appropriate federal banking
agency. A bank holding company must guarantee that a subsidiary depository institution meets its capital
restoration plan, subject to certain limitations. The obligation of a controlling bank holding company to fund a
capital restoration plan is limited to the lesser of 5.0% of an undercapitalized subsidiary’s assets or the amount
required to meet regulatory capital requirements. An undercapitalized institution is also generally prohibited from
increasing its average total assets, making acquisitions, establishing any branches, or engaging in any new line of
business, except in accordance with an accepted capital restoration plan or with the approval of the FDIC. In
addition, the appropriate federal banking agency is given authority with respect to any undercapitalized
depository institution to take any of the actions it is required to or may take with respect to a significantly
undercapitalized institution as described below if it determines “that those actions are necessary to carry out the
purpose” of the law.

At December 31, 2004, the Mobile Bank, the Eufaula Bank and the Sweet Water Bank had the requisite
capital levels to qualify as well capitalized for prompt corrective action purposes. The Santa Rosa Beach Bank
had the requisite capital levels to qualify as adequately capitalized.

FDIC Insurance Assessments

The FDIC currently uses a risk-based assessment system for insured depository institutions that takes into
account the risks attributable to different categories and concentrations of assets and liabilities. The risk-based
assessment system, which went into effect on January 1, 1994, assigns an institution to one of three capital
categories: (1) well capitalized; (2) adequately capitalized; and (3) undercapitalized. These three categories are
substantially similar to the prompt corrective action categories described above, with the “undercapitalized”
category including institutions that are undercapitalized, significantly undercapitalized, and critically
undercapitalized for prompt corrective action purposes. An institution is also assigned by the FDIC to one of three

5




supervisory subgroups within each capital group. The supervisory subgroup to which an institution is assigned is
based on a supervisory evaluation provided to the FDIC by the institution’s primary federal regulator and
information which the FDIC determines to be relevant to the institution’s financial condition and the risk posed to
the deposit insurance funds (which may include, if applicable, information provided by the institution’s state
supervisor). An institution’s insurance assessment rate is then determined based on the capital category and
supervisory category to which it is assigned. Under the final risk-based assessment system, there are nine
assessment risk classifications (i.e., combinations of capital groups and supervisory subgroups) to which different
assessment rates are applied.

The FDIC may terminate an institution’s insurance of deposits upon a finding that the institution has
engaged in unsafe and unsound practices, is in an unsafe or unsound condition to continue operations, or has
violated any applicable law, regulation, rule, order, or condition imposed by the FDIC.

Community Reinvestment Act

The Community Reinvestment Act (the “CRA”) requires federal bank regulatory agencies to encourage
financial institutions to meet the credit needs of low- and moderate-income borrowers in their local communities.
An institution’s size and business strategy determines the type of examination that it will receive. Large, retail-
oriented institutions will be examined using a performance-based lending, investment and service test. Small
institutions will be examined using a streamlined approach. All institutions may opt to be evaluated under a
strategic plan formulated with community input and preapproved by the bank regulatory agency.

The CRA regulations provide for certain disclosure obligations. Each institution must post a notice advising
the public of its right to comment to the institution and its regulator on the institution’s CRA performance and to
review the institution’s CRA public file. Each lending institution must maintain for public inspection a public file
that includes a listing of branch locations and services, a summary of lending activity, a map of its communities and
any written comments from the public on its performance in meeting community credit needs. The CRA requires
public disclosure of a financial institution’s writien CRA evaluations. This promotes enforcement of CRA
requirements by providing the public with the status of a particular institution’s community reinvestment record.

The Gramm-Leach-Bliley Act made various changes to the CRA. Among other changes, CRA agreements
with private parties must be disclosed and annual CRA reports must be made to a bank’s primary federal
regulator. A bank holding company will not be permitted to become a financial holding company and no new
activities authorized under the Gramm-Leach-Bliley Act may be commenced by a holding company or by a bank
financial subsidiary if any of its bank subsidiaries received less than a “satisfactory” CRA rating in its latest CRA
examination. All four banks owned by BancTrust have a “satisfactory” CRA rating.

Privacy

Financial institutions are required to disclose their policies for collecting and protecting confidential
information. Customers generally may prevent financial institutions from sharing personal financial information
with nonaffiliated third parties except for third parties which market the institution’s own products and services.
Additionally, financial institutions generally may not disclose consumer account numbers 1o any nonaffiliated third
party for use in telemarketing, direct mail marketing or other marketing through electronic mail to consumers.

USA Patriot Act

On October 26, 2001, President Bush signed into law the Uniting and Strengthening America by Providing
Appropriate Tools Required to Intercept and Obstruct Terrorism Act of 2001 (the “USA Patriot Act™), which is
designed to deny terrorists and others the ability to obtain access to the United States financial system. Title ITI of
the USA Patriot Act is the International Money Laundering Abatement and Anti-Terrorist Financing Act of 2001.
Among its provisions, the USA Patriot Act mandates or will require financial institutions to implement additional
policies and procedures with respect to, or additional measures, including additional due diligence and
recordkeeping, designed to address, any or all of the following matters, among others: money laundering; suspicious
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activities and currency transaction reporting; and currency crimes. The U.S. Department of the Treasury, in
consultation with the Federal Reserve Board and other federal financial institution regulators, has promulgated rules
and regulations implementing the USA Patriot Act which (i) prohibit U.S. correspondent accounts with foreign
banks that have no physical presence in any jurisdiction; (ii) require financial institutions to maintain certain records
for correspondent accounts of foreign banks; (iii) require financial institutions to produce certain records relating to
anti-money laundering compliance upon request of the appropriate federal banking agency; (iv) require due
diligence with respect to private banking and correspondent banking accounts; (v) facilitate information sharing
between the government and financial institutions; (vi) require financial institutions to have in place a money
laundering program; and (vii) impose minimum verification of identity standards for all new accounts.

Sarbanes-Oxley Act of 2002

The Sarbanes-Oxley Act of 2002 ("SOX") comprehensively revised the laws affecting corporate
governance, accounting obligations and corporate reporting for companies with equity or debt securities
registered under the Exchange Act (such as BancTrust). In particular, SOX established (a) new requirements for
audit committees, including independence, expertise, and responsibilities; (b) additional responsibilities
regarding financial statements for the Chief Executive Officer and Chief Financial Officer of the reporting
company; (c) new standards for auditors and regulation of audits; (d) increased disclosure and reporting
obligations for the reporting company and their directors and executive officers; and (e) new and increased civil
and criminal penalties for violations of the securities laws.

Effects of Governmental Policy

The earnings and business of BancTrust and its subsidiary banks have been and will be affected by the
policies of various regulatory authorities of the United States, particularly the Federal Reserve Board. Important
functions of the Federal Reserve Board, in addition to those enumerated above, include the regulation of the
supply of money in light of general economic conditions within the United States. The instruments of monetary
policy employed by the Federal Reserve Board for these purposes influence in various ways the overall level of
investments, loans, other extensions of credit and deposits, and the interest rates paid on liabilities and received
on interest-earning assets. , .

Banking is a business that depends on interest rate differentials. In general, the difference between the
interest paid by banks on their deposits and other borrowings and the interest received by banks on loans
extended to customers and securities held in their investment portfolios comprises the major portion of their
respective earnings. The earnings and gross income of banks thus have been and will be subject to the influence
of economic conditions generally, both domestic and foreign, and also to monetary and fiscal policies of the
United States and its agencies, particularly the Federal Reserve Board. The nature and timing of any future
changes in such policies and their impact on the subsidiary banks of BancTrust are not predictable.

Available Information

BancTrust’s website address is http://www banctrustfinancialgroupinc.com. The Company makes available
on its website its annual report on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K and
amendments to these reports filed or furnished pursuant to Section 13(a) or 15(d) of the Securities Exchange Act
of 1934. These documents are made available on BancTrust’s website as soon as reasonably practicable after
they are electronically filed with or furnished to the SEC. You may also request a copy of these filings, at no
cost, by writing or telephoning BancTrust at the following address:

BancTrust Financial Group, Inc.
Attn: F. Michael Johnson

100 St. Joseph Street

Mobile, Alabama 36602

(251) 431-7800




Executive Officers of the Registrant

The following table reflects certain information concerning the executive officers of BancTrust. Each such
officer holds his office(s) until the first meeting of the Board of Directors following the annual meeting of
shareholders each year, or until a successor is chosen, subject to removal at any time by the Board of Directors.
Except as otherwise indicated, no family relationships exist among the executive officers and directors of
BancTrust, and no such officer holds his office(s) by virtue of any arrangement or understanding between him
and any other person except the Board of Directors.

Name, Age and Office(s) with BancTrust Other Positions with BancTrust
J. Stephen Nelson - age 67(1) Director (since 1993)
Chairman (since 1993)

W. Bibb Lamar, Jr. - age 61(2) Director (since 1989)
President and CEO (since 1989)

Michael D. Fitzhugh - age 56(3) None

Executive Vice President (since 2004)

F. Michael Johnson — age 59(4) None

Chief Financial Officer, Executive Vice President &
Secretary (since 1993)

Caulie T. Knowles, ITI- age 46(5) None
Executive Vice President (since 2004)

(1) Previously: Chairman, 1993-2003, Chief Executive Officer, 1984-2003, and Director, 1979-2003,
BankTrust of Brewton, which was merged into the Mobile Bank in 2003.

(2) Chief Executive Officer, since 1989, and Chairman, since 1998, the Mobile Bank. Previously: President
(1989-1998), the Mobile Bank.

(3) President, Chief Operating Officer and Director of the Mobile Bank since 1998.

(4) Executive Vice President and Cashier, since 1986, the Mobile Bank.

(5) President, Chief Executive Officer and Director of the Santa Rosa Beach Bank since 1997 and President,
Chief Executive Officer and Director of the Eufaula Bank since 2002. Chief Operating Officer of
CommerceSouth, Inc. from 2002 until its merger with BancTrust in 2003,

Item 2. Properties

BancTrust’s corporate headquarters occupy an approximately 30,000 square foot facility located at 100 St.
Joseph Street, in downtown Mobile, Alabama 36602. BancTrust leases this entire facility, which also houses the
headquarters of the Trust Company and the headquarters of the Mobile Bank. The primary term of the lease for this
building expires on December 31, 2005. The Company has exercised an option to extend the term of this lease for
an additional 5 years, and the Company has an option to extend this lease for one additional term of five years.

In addition to its corporate headquarters, BancTrust, through its subsidiaries, operates 32 office or branch
locations, of which 29 are owned and three are subject to either building or ground leases. BancTrust paid annual
rents in 2004 of approximately $297,000. At December 31, 2004, there were no significant encumbrances on the
offices, equipment or other operational facilities owned by BancTrust and its subsidiaries.

Item 3. Legal Proceedings

As of the date of this report there are no material pending legal proceedings to which BancTrust or any of
the Banks or the Trust Company is a party, other than ordinary routine litigation incidental to our business.

Item 4. Submission of Matters to a Vote of Security Holders

None
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Part I1

Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of
Equity Securities

Market Prices and Cash Dividends Per Share
BancTrust’s common stock trades on The Nasdaq Small Cap Stock Market® under the symbol BTFG.

At December 31, 2004, the Company had approximately 3,300 shareholders, of record or through registered
clearing agents. :

REé}USLAR
ASH
BID PRICES PER
DIVIDENDS
—_SHARE __ pECLARED
HIGH LOW PER SHARE
2004
Ist Quarter .......... P $18.42 $15.74 $.13
2nd QUarter . ... e 18.37 16.00 13
Brd QUarter ... .. e 19.76 16.25 13
4th Quarter .............. P 24.61 17.62 13
2003 '
TSEQUALTET .ottt e e $14.99  $10.90 $.13
2nd QUATET .. ... e 18.01 13.75 A3
3rd Quarter .......... e 16.39 14.87 13
dthQuarter . ...t e 16.90 15.02 13

Securities Authorized for Issuance under Equity Compensation Plans

The equity compensation plans information required by this Item 5 is incorporated by reference to
BancTrust’s Proxy Statement for its 2005 annual meeting, where it appears under the heading. “Equity
Compensation Plan Information.”

Share Repurchases

On September 28, 2001, the Company announced that it intended to repurchase up to 425 thousand shares of
its common stock: Approximately one year before implementation of the stock repurchase plan, the Company
purchased 61 thousand of its shares. As of December 31, 2004, the Company had purchased 195 thousand shares
under the stock repurchase plan. These purchases were accomplished primarily through private transactions and
were accounted for under the cost method. The Company share purchases, including those that predate the
repurchase plan, ranged in price from $8.00 per share to $15.33 per share, and the weighted average price per share
paid by the Company was $9.42. The Company has not repurchased any of its shares under this repurchase plan
since November 14, 2002.

The following table provides information about purchases by BancTrust during the quarter ended December
31, 2004 of equity securities that are registered by BancTrust pursuant to Section 12 of the Exchange Act.

: Maximum number of shares
Number of Average  Shares purchased as part  that may yet be purchased

shares price paid of publicly announced under the plans or
Period purchased(l) per share plans or programs programs(2)
10/01/04-10/31/04 ............... 635 $18.27 0 229,951
11/01/04-11/30/04 . .............. 0 $ 0.00 0 229,951
12/01/04-12/31/04 . ........ ... .. 636 $22.31 0 229,951
Total ........... ... . 1,271 $20.29 0 229,951

(1) 1,271 shares were purchased on the open market to provide shares to participants in BancTrust’s grantor
trust related to its deferred compensation plan for directors.

(2) Under a share repurchase program announced on September 28, 2001, BancTrust may buy up to 425,000
shares of its common stock. The repurchase program does not have an expiration date.
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Item 6. Selected Financial Data

(DOLLARS IN THOUSANDS EXCEPT PER SHARE

AMOUNTS) 2004 2003 2002 2001 2000
RESULTS OF OPERATIONS:
INtEreSt TEVEIUE . . .\ vt ittt e e et e % 53,828 8 31,391 $ 34,159 $ 40317 $ 43,420
Interest XPEnSe . ... vvv ettt e 12,487 7,696 11,105 17,695 19,461
Net interest TeVENUE . ..o vttt ie e e iae e 41,341 23,695 23,054 22,622 23,959
Provisionforloanlosses . ... ....... ... . ... ... . ... 4,017 2,082 910 1,787 1,235
Non-interest L 11,063 7,652 7,291 6,341 5,392
NON-INterest EXPENSE . ..o v vvvn v vvne et eeeennns 33,580 20,973 19,256 18,436 17,598
Income from continuing operations before income taxes . ... 14,807 8,292 10,179 8,740 10,518
INCOME taXES . . o et e e e 4,247 2,291 2,971 2,514 3,071
Income from continuing operations ..................... 10,560 6,001 7,208 6,226 7,447
Income from discontinued operations before income taxes . . . 696 © 509 182 0 0
Gain on sale of discontinued operations before income

BAKES o\ vt ittt e e 1,484 0 0 0 0
Total income from discontinued operations before income

{72, =S U RO 2,180 0 0 0 0
INCOME taXeS .. oottt 1,439 188 67 0 0
Income from discontinued operations ................... 741 321 115 0 0
NetinCome ...ttt e $ 11,301 $ 6,322 $ 7323 $ 6226 $ 7447
Basic net income per share from continuing operations ... .. $ 96 $ 68 % 84 3 73 % .87
Basic net income per share from discontinued operations . ... $ 07 3 04 S 01 8 00§ .00
Diluted net income per share from continuing operations .... $ 95 3% 67 §$ 83 % 73 8 .87
Diluted net income per share from discontinued operations .. $ 07 $ 04 3 01 8 00 § .00
Basic netincomepershare .................. ... ....... $ 103 8§ 728 85 % a3 8 .87
Diluted net income per share ...................... L. 8 1.02 '$ 718 84 3 7308 .87
Cash dividends declared pershare ...................... $ 52 8 52 % 48 % 44 8 40
YEAR-END STATEMENT OF CONDITION:
Total assets . .. vvveeie i PR $1,191,222  $1,076,900 $665,810 $592,372 $577,116
Loans, net of unearnedincome . ........... ... .. v, 903,691 688,802 390,452 382,313 378,353
DEPOSIES .+ttt e i 986,904 811,145 524,738 501,477 486,835
Shareholders’ equity . ........ .. . ... o il 122,183 116,666 80,904 73,914 70,835
AVERAGE BALANCES:
Total @SSELS . v v\ vttt it e $1,109,679 $ 678,596 $636,497 $576,381 $555,507
AvVerage earming asSeLS .. .. ..ottt e 944 878 587,928 561,834 536,380 514,999
LOanS . e 766,928 410,290 383,829 382,818 367,281
DEPOSIES v ettt e e 876,844 531,650 513,470 486,012 468,137
Shareholders’ equity . ............ .. .. i 119,820 82,136 78,658 73,204 66,604
'PERFORMANCE RATIOS:
Net income to:

Averagetotalassets ............ ... ... il 1.02% 0.93% 1.15% 1.08% 1.34%
Average shareholders’ equity ............ ... ..., 9.43% 7.70% 9.31% 8.50% 11.18%

Average shareholders’ equity to average total assets .. ...... - 10.80% 12.10% 12.36% 12.70% 11.99%
Dividend payoutratio ................. ... . ... 54.10% 71.97%  56.66%  60.25%  46.05%
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operation

-. The following discussion and analysis focuses on information about BancTrust Financial Group, Inc. and its
subsidiaries that is not otherwise apparent from the consolidated financial statements and related footnotes
appearing below in this Annual Report. Reference should be made to those statements and the financial data
presented elsewhere in this report for a complete understanding of the following discussion and analysis.

On April 16, 2002, Gulf Coast Community Bancshares, Inc., the parent company of Wewahitchka State
Bank (BankTrust of Florida), was merged into the Company. On October 15, 2004, BankTrust of Florida was
sold to'an unrelated financial institution. Therefore, the results of operations of BankTrust of Florida have been
included as discontinued operations in the consolidated results of the Company from April 16, 2002 through
October 15, 2004,

On December 30, 2003, CommerceSouth, Inc. (“CommerceSouth”) the parent company of CommerceSouth
Bank Alabama (now BankTrust of Alabama) and CommerceSouth Bank Florida (now BankTrust, Florida) was
merged into the Company. This merger has been accounted for under the purchase method of accounting.
Therefore, the results of operations of these two banks have been included in the consolidated results of the
Company from December 30, 2003.

Overview

Net income for 2004 was $11.3 million compared to $6.3 million in 2003. On a per share basis, basic
earnings were $1.03 in 2004 and $.72 in 2003, and diluted earnings were $1.02 in 2004 and $.71 in 2003. Return
on average assets in 2004 was 1.02 percent compared to .93 percent in 2003. Total assets at year-end 2004 were
$1.191 billion compared to $1.077 billion at year-end 2003. BankTrust of Florida had assets of approximately
$50 million at the time of its sale on October 15, 2004.

Management and staff spent considerable time and effort in 2004 on the successful integration of
CommerceSouth and BancTrust. A new, comprehensive strategic planning process which began prior to the
merger established goals and time frames for the integration process, and for operation of the Company for
several years to come. Areas addressed in the plan include, but are not limited to: (1) internal growth and market
expansion, (2) performance goals, (3) credit culture, (4) personnel development, (5) management succession,

(6) technology infrastructure to support the overall plan and (7) marketing and product development and
enhancement. The plan is to be periodically monitored and updated by a team of senior officers from all areas of
the Company. ‘

In 2004 the Company completed the merger of the Demopolis Bank and the Monroeville Bank into the
Mobile Bank. These mergers were part of a process which was started in 2003 to consolidate existing charters
and operations. The mergers were successful and have resulted in reductions in staff as well as the elimination of
certain duplicate operations.

In early 2004, following an evaluation of the growth potential of our various markets, we decided to sell our
smallest Florida bank and we redirected the proceeds of the sale to our higher growth markets in Florida. The
transaction was completed on October 15, 2004. We continue to evaluate the feasibility of similar opportunities.

One of the challenges in 2004 was funding the rapid loan growth which has occurred in our Gulf Coast and
metropolitan Montgomery markets. Loans have grown much faster than core deposits, and the Company has
placed additional emphasis on non-core funding sources such as brokered deposits and Federal Home Loan Bank
borrowings. The Company expects this trend to continue in 2005. In addition to core and non-core funding
sources, BancTrust is exploring the possibility of an equity issuance.




Critical Accounting Policies and Estimates

The accounting principles followed by the Company and the methods of applying these principles conform
with accounting principles generally accepted in the United States of America and with general practices within
the banking industry. Critical accounting policies relate to the allowance for loan losses. A description of these
policies is as follows:

Allowance for Loan Losses

The allowance for loan losses is maintained at a level considered by Management to be sufficient to absorb
losses inherent in the loan portfolio. BancTrust’s determination of its allowance for loan losses is determined in
accordance with Statement of Financial Accounting Standards Nos. 114 and 5. The amount of the allowance for
loan losses and the amount of the provision charged to expense is based on periodic reviews of the portfolio, past
loan loss experience, current and expected economic conditions and such other factors which, in Management’s
judgement, deserve current recognition in estimating loan losses.

A regular, formal and ongoing loan review is conducted to identify loans with unusual risks and probable k
loss. Management uses the loan review process to stratify the loan portfolio into risk grades. For higher-risk
graded loans in the portfolio the Banks determine estimated amounts of loss based on several factors, including
historical loss experience, Management’s judgement of economic conditions and the resulting impact on higher-
risk graded loans, the financial capacity of the borrower, secondary sources of repayment (including collateral)
and regulatory guidelines. This determination also considers the balance of impaired loans (which are generally
considered to be non-performing loans). Specific allowances for impaired loans are based on comparisons of the
recorded carrying values of the loans to the present value of these loans’ estimated cash flows at each loan’s
effective interest rate, the fair value of the collateral, or the loan’s observable market price. Recovery of the
carrying value of loans is dependent to a great extent on economic, operating and other conditions that may be
beyond the Company’s control.

In addition to evaluating probable losses on individual loans, Management also determines probable losses
for all other loans in the portfolio. The amount of the allowance for loan losses related to all other loans in the
portfolio is determined based on historical and current loss experience, portfolio mix by loan type and by
collateral type, current economic conditions, the level and trend of loan quality ratios, and such other factors
which, in Management’s judgement, deserve current recognition in estimating inherent loan losses. The
methodologv and assumptions used to determine the allowance are continually reviewed as to their
appropriateness given the most recent losses realized and other factors that influence the estimation process. The
model assumptions and resulting allowance level are adjusted accordingly as these factors change.

Financial Condition
Average Assets and Liabilities

Average assets in 2004 were $1.110 billion, compared to $678.6 million in 2003. Excluding the Eufaula and
Santa Rosa Beach Banks, which were acquired in the CommerceSouth transaction, and the assets of discontinued
operations, average assets increased $8.9 million. Average loans, net, in 2004 were $757.8 million or 87.1
percent higher than average loans, net, of $405.0 million in 2003. Excluding the Eufaula and Santa Rosa Beach
Banks, average loans, increased $38.9 million. Loan growth was slow during the years 2000 through 2002 in the
markets served by BancTrust; however, there was a significant increase in loan demand beginning in 2003, and
the demand accelerated in 2004. Management anticipates that strong loan demand will continue through 2005,
especially in the areas of the Company along the Gulf Coast.

Average deposits of $876.8 million in 2004 were 64.9 percent higher than average deposits of $531.7
million in 2003. Excluding the Eufaula and Santa Rosa Beach Banks, average deposits increased $15.8 million.
Short-term and long-term borrowings consist of federal funds purchased, Federal Home Loan Bank (FHLB)
borrowings, a loan from an unrelated commercial bank, overnight repurchase agreements, payable to trust, and
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deposits in the treasury tax and loan account. Reliance on these funds at the Company historically has been low;
however, Management has recently increased its reliance on these types of funds as loan demand has outpaced
deposit growth. The $10.0 million loan from the unrelated commercial bank, which is included in long-term debt,
was used to partially fund the acquisition of CommerceSouth.

The Company’s average equity as a percent of a\;erage total assets in 2004 was 10.8 percent, compared to
12.1 percent in 2003. Average equity in 2004 and 2003 included approximately $46.9 million and $4.2 million,
respectively, recorded as intangible assets related to acquisitions accounted for as purchases.

Table 1
DISTRIBUTION OF AVERAGE ASSETS, LIABILITIES AND SHAREHOLDERS’ EQUITY

(IN MILLIONS) 2004 2003 2002 2001 2000
Average Assets
Cash and non-interest bearing deposits .. ............... $ 390 $256 $242 $196 $ 179
Interest bearing deposits ... ..........covneiiiiii.... 5 0 9 9 6
Federal fundssold ........... ... ... .. ... e 8.3 12.8 18.2 14.8 6.6
Investment SECUTIties .. ... 169.1 1648 1589 1379 140.6
Loans, DEL ... ut it e 757.8 4050 3783 378.0 3629
Premises and equipment,net . ....... ... ..o 37.2 14.8 14.4 135 12.8
Other real estate owned, Det . ................oouvnn.. 0.7 0.5 0.2 0.2 0.2
Intangible assets . ............ . el 46.9 42 4.0 4.1 42
Other assets .. ... 11.8 59 6.6 7.4 9.7
Assets related to discontinued operations . .............. 384 45.0 30.8 0.0 0.0
Average Total Assets ............... F $1,109.7 $678.6 $636.5 $576.4 $555.5
Average Liabilities and Shareholders’ Equity ...............
~ Non-interest bearing demand deposits ................. $ 1634 $ 950 $ 857 $ 796 $ 760
Interest bearing demand deposits ..................... 2358 1411 1396 1317 1298
Savings deposits .. ... 101.9 40.3 38.0 348 34.6
Time deposits .. ..covitir e 37577 2553 250.1 2399 2278
Total deposits . ... 876.8 531.7 5134 4860 468.2
Short-term borrowings . ... 20.5 8.5 8.1 7.0 9.9
FHLB advances and long-termdebt ................... 50.0 12.6 6.0 6.0 6.5
Other Habilities ..o oot oo e e e e e 9.0 4.6 3.6 4.2 4.3
Liabilities related to discontinued operations ............ 33.6 39.1 26.7 0.0 0.0
Shareholders’ equity ......... ... ... i, 119.8 82.1 78.7 732 66.6
Average Total Liabilities and Shareholders’ Equity ........... $1,109.7 $678.6 $636.5 $576.4 $555.5
Loans

Average loan growth was strong in both 2004 and 2003 as economic conditions in the Company’s markets
began to improve. The average loan to deposit ratio was 87.5 percent in 2004 compared to 77.2 percent in 2003
and 74.8 in 2002. The loan to deposit ratio of the Company at year-end 2004 rose to 91.6 percent compared to
84.9 percent at year-end 2003 and 74.4 percent at year-end 2002.

It is Management’s goal to make loans with relatively short maturities or, in the case of loans with longer
maturities, with floating rate arrangements when possible. Of the outstanding loans in the categories of
commercial, financial and agricultural, real estate-construction and real estate-mortgage at December 31, 2004,
$497 .4 million, or 58.9 percent, mature within one year and are therefore subject to interest rate changes, if
needed, to adjust for asset/liability management purposes. Of the remaining loans in these categories maturing
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after one year, 46.9 percent are on a floating rate basis. Of the total loans outstanding in these categories at
December 31, 2004, 78.1 percent are available for repricing within one year, either because the loans mature
within one year or because they are based on a variable rate arrangement.

The Company makes available to its customers fixed rate, longer-term loans, especially in the residential
real estate-mortgage area. BancTrust is able to offer, through third party arrangements, certain mortgage loan
products which do not require that the longer-term loans be carried on the books of the Company. These products
allow the Company to gain the benefit of a larger variety of product offerings and have generated a significant
amount of fee income during the recent period of lower mortgage rates. These fees have come from first and
second home purchases as well as significant home refinancing volume. As interest rates rise, the Company
expects that the refinancing volume will decrease somewhat; however, first and second home purchase volume is

expected to remain strong in our Gulf Coast markets.

Table 2 shows the distribution of loans by major category at December 31, 2004, and at each of the previous
four year-ends. Table 3 depicts maturities of selected loan categories and the interest rate structure for such loans

maturing after one year.

Table 2
DISTRIBUTION OF LOANS BY CATEGORY

(IN MILLIONS) DECEMBER 31,
2004 2003 2002 2001 2000
Commercial, financial, and agricultural ................ ... .. $3459 $399.2 $216.0 $203.6 $196.8
Real estate — CONSLIUCHION . .. . v oottt e e e e 1949 59.4 26.0 232 16.7
Real estate —mOTLGAZE . .. ..o vv it 3040 1732 955 1005 1044
Installment . ... 60.2 57.8 332 56.0 61.8
Total LOANS .« oo vt et e e v et e e $905.0 $689.6 $390.7 $383.3 $379.7
Table 3
SELECTED LOANS BY TYPE AND MATURITY
DECEMBER 31, 2004
(IN MILLIONS) MATURING
WITHIN AFTER ONE BUT AFTER
ONE YEAR WITHIN FIVE YEARS FIVE YEARS TOTAL
Commerecial, financial, and agricultural ........... $221.1 $105.2 $19.6 $345.9
Real estate —construction . ..........ccovvvn... 163.1 31.8 0.0 194.9
Real estate — MOTtZage .. ......vvevrenneonnnn.. 113.2 174.2 16.6 304.0
$497.4 $311.2 $36.2 $844.8
Loans maturing after one year with:
Fixed interestrates ...............couve... $172.6 $12.0
Floating interestrates ......... e 138.6 242
$311.2 $36.2

Securities

Statement of Financial Accounting Standards (“SFAS”) No. 115, Accounting for Certain Investments in
Debt and Equity Securities requires that securities be classified into one of three categories: held to maturity,
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available for sale, or trading. Securities classified as held to maturity are stated at amortized cost. This
classification means that Management has the positive intent, and the Company has the ability, to hold the
securities until they mature. Securities classified as available for sale are stated at fair value. Securities in this
category are held for indefinite periods of time, and include securities that Management intends to use as part of
its asset/liability strategy, or that may be sold in response to changes in interest rates, changes in prepayment
risks, changes in liquidity needs, the need to increase regulatory capital or other similar factors. At December 31,
2004, all of the Company’s securities were in the available for sale category. The Company holds no trading
securities or those classified as held to maturity. ‘

The maturities and weighted average yields of securities available for sale at December 31, 2004, are
presented in Table 4 at amortized cost using the average stated contractual maturities. The average stated
contractual maturities may differ from the average expected life because of amortized principal payments or
because borrowers may have the right to call or prepay obligations. Tax equivalent adjustments, using a 34
percent tax rate, have been made when calculating yields on tax-exempt obligations. Included in other
investments are equity securities, primarily FHLB stock in the amount of $3.7 million, which do not mature but
are included in the after 10 years category. Mortgage backed securities are shown only in the total as these
securities have monthly principal payments.

Table 4
MATURITY DISTRIBUTION OF INVESTMENT SECURITIES

AFTERONE  AFTER FIVE
DECEMBER 31, 2004 WITHIN ONE  BUT WITHIN  BUT WITHIN  AFTER TEN
(DOLLARS IN THOUSANDS) YEAR FIVE YEARS  TEN YEARS YEARS TOTAL

AMOUNT YIELD AMOUNT YIELD AMOUNT YIELD AMOUNT YIELD AMOUNT YIELD

Securities available for sale

U.S. Treasury securities ....... $ 0 0.00% $§ 300 450% $ 0 000% $ 0 000% $ 300 4.50%
U.S. Government sponsored ’
ENLETPIiSES « v vvv v en.n 0 0.00 20,644 368 12,385 3.84 4,493  4.04 37,522 374
State and political
subdivisions ............... 2.039 473 12933 536 18,607  6.13 20,181 7.39 53,760 637
Other investments ............ 514 1.99 2,573 5.25 0 000 6,402 4.96 9,489 4388
Mortgage backed securities . . ... 0 0.00 0 000 0 000 0 0.00 49,144 448

Total securities available for sale ..  $2,553 4.18% $36,450 439% $30,992 5.21% $31,076 6.41% $150,215 5.00%

Deposits and Short-Term Borrowings

Deposit growth in 2002 and 2003 was slow, increasing by 3.6 percent over the two-year period. In 2004
average deposits grew $345.1 million, or 64.9 percent, compared to 2003. The CommerceSouth transaction
accounted for $329.4 million of this increase with the remaining increase, which amounted to a 3.0 percent
increase, resulting from growth in the Gulf Coast markets of Alabama. The mix of deposits, on average, has not
significantly changed over the past few years. BancTrust defines core deposits as total deposits less certificates of
deposit of $100,000 or more. Core deposits, as a percentage of total deposits, represented 77.6 percent and 78.5
percent at year-end 2004 and 2003 respectively. While the primary emphasis at BancTrust remains on attracting
and retaining core deposits from customers who will use other products and services offered by the Company,
Management has recognized that, in order to fund loan growth, it is necessary from time to time to pursue non-
core funding sources such as large certificates of deposit and other borrowed funds more vigorously than in the

past. Management has been pursuing such non-core funding sources, and this trend is expected to continue in
2005.

Table 6 reflects maturities of time deposits of $100,000 or more at December 31, 2004. Deposits of $221.3
million in this category represented 22.4 percent of total deposits at year-end 2004, compared to $174.1 million

representing 21.5 percent of total deposits at year-end 2003.
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Short-term borrowings include three items: 1) federal funds purchased, 2) securities sold under agreements
to repurchase, which are overnight transactions with large corporate customers, commonly referred to as repos,
and 3) other, representing borrowings from the FHLB, from the Federal Reserve through its discount operations
and U.S. Treasury tax and loan funds on deposit subject to a note payable to the U.S. Treasury Department. The
Company sold federal funds of $8.3 million on average during 2004 while average short-term borrowings were
$20.5 million. Management has sought to control the volume of funds in this category within certain acceptable
limits; however, a greater reliance on these types of funds will be necessary in order to fund loan growth in the
future.

Table 5
AVERAGE DEPOSITS
(DOLLARS IN MILLIONS) AVERAGE FOR THE YEAR
2004 2003 2002
AVERAGE AVERAGE AVERAGE AVERAGE AVERAGE AVERAGE
AMOUNT RATE AMOUNT RATE AMOUNT RATE

OUTSTANDING PAID OUTSTANDING PAID OUTSTANDING  PAID

Non-interest bearing demand

deposits ................. $163.4 $ 95.0 $ 857
Interest bearing demand
deposits . ....... ...l 235.8 T4% 141.1 T5% 139.6 1.37%
Savings deposits . ............ 101.9 1.04 40.3 .79 38.0 1.51
Time deposits ............... 3757 2.06 255.3 2.31 250.1 3.28
Total average deposits . . . . $876.8 $531.7- $5134
Table 6

MATURITIES OF TIME DEPOSITS OF $100,000 OR MORE

(IN MILLIONS) AT DECEMBER 31, 2004
UNDER 312 OVER
3MONTHS MONTHS 12MONTHS TOTAL
$114.7 $72.7 $33.9 $221.3
Table 7

SHORT-TERM BORROWINGS

(DOLLARS IN
THOUSANDS) 2004 2003 2002

AVERAGE WEIGHTED AVERAGE WEIGHTED AVERAGE WEIGHTED

MAXIMUM BALANCE AVERAGE MAXIMUM BALANCE AVERAGE MAXIMUM BALANCE AVERAGE

MONTH-END DURING INTEREST MONTH-END DURING INTEREST MONTH-END DURING INTEREST
BALANCE YEAR RATE BALANCE YEAR RATE BALANCE YEAR RATE

Federal funds

purchased ..... $21,986 $11,156 1.92% $13,905 $ 949 1.90% $1,450 $ 529 2.32%
Securities sold

under agreement

to repurchase . . . 10,203 6,629 0.68 9,375 6.994 0.51 9,981 6,836 94
Other ........... 11,000 2,725 1.98 9,315 524 1.34 2.814 735 1.87

Total short-term
borrowings .. $20,510 1.53% $8,467 0.72% ) $8,100 1.12%




FHLB Advances and Long-term Debt

The Company uses FHLB advances as an alternative to other funding sources with sirailar maturities. They
are flexible, allowing the Company to quickly obtain the necessary maturities and rates that best suit its overall
asset/liability management strategy. FHLB advances totaled $30.5 million at December 31, 2004, an increase of
$10.0 million from December 31, 2003.

Of the outstanding FHLB advances at December 31, 2004, $20.5 million had fixed interest rates and $10.0
million had a variable interest rate that reprices quarterly. Note 11 to the Consolidated Financial Statements,
included elsewhere in this report, includes additional information relating to outstanding balances, scheduled
maturities and rates of FHLB advances.

The Company borrowed funds from a trust in 2003 to finance a portion of the purchase price of
CommerceSouth, Inc. The trust was created to issue trust preferred securities which the Company is currently
allowed by the Federal Reserve Bank to include in the Company’s calculations of Tier I capital. This payable to
trust was $18.0 million at December 31, 2004 and December 31, 2003. The Company does not have the option to
repay any amounts of the payable to trust until 2008.

Other long term debt consists of a loan from an unrelated bank to the Company. This loan was incurred in
January of 2004 to finance a portion of the purchase of CommerceSouth, Inc. This loan was $10.0 million at
December 31, 2004 and is secured by a portion of BancTrust’s stock of the Mobile Bank. This loan matures in
2008 and requires monthly interest payments. The Company has the option to repay any part of the principal at
any time without penalty. This loan does not require principal payments until the end of the third year, at which
time the remaining principal must be amortized over the remaining life of the loan.

Asset/Liability Management and Liquidity

The purpose of asset/liability management is to maximize return while minimizing risk. Maximizing return
means achieving or exceeding the Company’s profitability and growth goals. Minimizing risk means managing
four key risk factors: 1) liquidity, 2) interest rate sensitivity, 3) capital adequacy, and 4) asset quality. Asset/
liability management at the Company involves a comprehensive approach to statement of condition management
which meets the risk and return criteria established by Management and the Board of Directors. To this point,
Management has not used derivative financial instruments as part of its asset liability management process.

The Company’s primary market risk is its exposure to interest rate changes. Interest rate risk management
strategies are designed to optimize net interest income while minimizing fluctuations caused by changes in the
interest rate environment. It is through these strategies that the Company seeks to manage the maturity and
repricing characteristics of its statement of condition.

The Company uses modeling techniques to simulate net interest income and the impact on fair values of the
Company’s assets and liabilities under various rate scenarios. Important elements of these techniques include the
mix of floating versus fixed rate assets and liabilities, and the scheduled, as well as expected, repricing and
maturing volumes and rates on the existing statement of condition. Under a scenario simulating a hypothetical
100 basis point rate increase applied to all interest earning assets and interest bearing liabilities, the Company
would expect a net increase in net interest income of $2.5 million over one year. Under a scenario simulating a
hypothetical 100 basis point decrease, the Company would expect a net decrease in net interest income of $5.2
million. These hypothetical examples are not a precise indicator of future events. Instead, they are reasonable
estimates of the results anticipated if the assumptions used in the modeling techniques were to occur.

Liquidity represents the ability of a bank to meet loan commitments as well as deposit withdrawals.
Liquidity is derived from both the asset side and the liability side of the statement of condition. On the asset side,
liquidity is provided by marketable investment securities, maturing loans, federal funds sold and cash and cash
equivalents. On the liability side, liquidity is provided by a stable base of core deposits. Additionally, the
Company has available, if needed, federal funds lines of credit and FHLB lines of credit. The Company has an
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Asset/Liability Committee consisting of certain members of Management and of the Board of Directors. One of
the duties of the committee is to monitor the liquidity position of the Company and to formulate and implement
corrective measures in the event certain liquidity parameters are exceeded.

Contractual Obligations

Tables 8 and 9 present information about the Company’s contractual obligations, which by their terms are
not short-term, and commitments at December 31, 2004.

Table 8
CONTRACTUAL OBLIGATIONS

ONE YEAR OVER ONE YEAR OVER
(IN THOUSANDS) v OR LESS THROUGH FIVE YEARS FIVE YEARS TOTAL
FHLB advances and long-term debt (1) ....... $ 8,500 $ 32,000 $18,000 $ 58,500
Operating leases ......................... 266 : 1,020 382 1,668
Certificates of deposit ..................... 344,534 76,435 647 421,616
Total ... $353,300 $109,455 $19,029 $481,784

(1) Refer to Note 11, Federal Home Loan Bank Advances and Long-Term Debt in the Notes to Consolidated
Financial Statements for additional information about these obligations, including certain redemption

features.
Table 9
COMMITMENTS

ONE YEAR OVER ONE YEAR OVER

(IN THOUSANDS) OR LESS THROUGH FIVE YEARS FIVE YEARS TOTAL
Lines of credit—unused ................... $150,825 $18,970 $2,409 $172,204
Standby letters of credit ............ e 27,816 : 4,621 0 32,437
Total ... $178.,641 $23,591 $2,409 $204,641

Interest Rate Sensitivity

By monitoring the Company’s interest rate sensitivity, Management attempts to maintain a desired balance
between the growth of net interest revenue and the risks that might result from significant changes in interest
rates in the market. One tool for measurement of this risk is gap analysis, whereby the repricing of assets and
liabilities is compared within certain time categories. By identifying mismatches in repricing opportunities within
a time category, interest rate risk can be identified. The interest sensitivity analysis presented in Table 10 is based
on this type of gap analysis, which assumes that rates earned on interest earning assets and rates paid on interest
bearing liabilities will move simultaneously in the same direction and to the same extent. However, the rates
associated with these assets and liabilities actually change at different times and in varying amounts.

Changes in the composition of earning assets and interest bearing liabilities can increase or decrease net
interest revenue without affecting interest sensitivity. The interest rate spread between assets and their
corresponding liability can be significantly changed while the repricing interval for both remains unchanged, thus
impacting net interest revenue. Over a period of time, net interest revenue can increase or decrease if one side of the
statement of condition reprices before the other side. An interest sensitivity ratio of 1.0 (earning assets divided by
interest bearing liabilities), which represents a matched interest sensitive position, does not guarantee maximum net
interest revenue. Before investing, Management must evaluate several factors, including the general direction of
interest rates, in order to determine the type of investment and the maturity needed. Management may, from time to

20




time, accept calculated risks associated with interest sensitivity in an attempt to maximize net interest revenue. The
Company does not currently use derivative financial instruments to manage interest rate sensitivity.

At December 31, 2004, the Company’s three-month gap position, (earning assets divided by interest bearing
liabilities), was 119 percent and at twelve months the gap position, on a cumulative basis, was 105 percent, both
within the range established by Mariagement as acceptable. The Company’s three-month gap position indicates that,
in a period of rising interest rates, each $1.19 of assets which reprice upward could be followed with $1.00 in
liabilities which could reprice upward within three months. Thus, under this scenario, net interest revenue might
increase during the three-month period of rising rates, as interest income increases would exceed increases in
interest expense. Likewise, over a twelve-month period, each $1.05 of assets which re-price upward could be
followed by $1.00 in liabilities which could re-price upward, resulting in an increase in net interest revenue. In a
period of falling rates, the opposite effect might occur. While certain categories are contractually tied to interest rate
movements, most are subject only to competitive pressures and do not necessanly reprice directly with changes in
market rates. Management has a certain amount of flexibility when adjusting rates on these products, therefore the
repricing of assets and liabilities would not necessarily take place at the same time and in the same amounts.

Table 10
INTEREST SENSITIVITY ANALYSIS

(DOLLARS IN THOUSANDS)
INTEREST SENSITIVE NON-INTEREST
WITHIN (CUMULATIVE) WITHIN y
3MONTHS 3-12MONTHS 1-5YEARS SYEARS TOTAL
EARNING ASSETS
Loans (1) ...... e $570,057 $665,737 $889,220 $ 15,819 $ 905,039
Unearmmedincome .. ................. 0 0 0 (1,348) (1,348)
Less allowance for loan losses ........ 0 0 0 (10,244) (10,244)
Netloans ................. 570,057 665,737 889,220 4227 893,447
Investment securities ................ 2,541 5,848 49,498 102,092 © 151,590
Federal fundssold .......... L 6,000 6,000 6,000 0 6,000
Interest bearing deposits in other
financial institutions .............. 414 414 414 0 414
" Total earning assets ......... $579,012 $677,999 $945,132 $106,319 $1,051,451
LIABILITIES ‘
Non-interest bearing deposits ......... $ 0 3 0 0 $186,628 $ 186,628
Interest bearing demand deposits (2) . . . . 247,834 247,834 247,834 247.834
Savings deposits (2} ........... ..., 0 0 0 130,826 130,826 -
Large denomination time deposits .. ... 114,718 187,427 221,296 0 221,296
Other time deposits ., ............... 70,714 157,107 199,673 647 200,320
Short-term borrowings .............. 14,768 14,768 14,768 0 14,768
FHLB advances and long-term debt . . .. 38,000 40,000 58,500 0 58,500
Total interest bearing liabilities . ... $486,034 $647,136 $742.071 $318,101 $1,060,172
Interest sensitivity gap .. .. ........... $ 92,978 $ 30,863 $203,061
Earning assets/interest bearing
liabilities . ...................... 1.19 1.05 1.27
Interest sensitivity gap/earning assets . .. .16 .05 21

(1) Non-accrual loans are included in the “Non-Interest Sensitive Within 5 Years” category.

(2) Certain types of savings accounts are included in the “Non-Interest Sensitive Within 5 Years™ category. In
Management’s opinion, these liabilities do not reprice in the same proportions as rate-sensitive assets, as
they are not responsive to general interest rate changes in the economy.
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Capital Resources

Tangible shareholders’ equity (shareholders’ equity less goodwill, other intangible assets and accumulated
other comprehensive income) was $74.8 million at December 31, 2004, compared to $65.5 million at December
31, 2003. At year-end 2004, the Tier I capital ratio decreased to 9.46 percent from 10.25 percent at year-end
2003. The decrease was due in part to the fact that risk weighted assets from year-end 2003 to year-end 2004
increased by 20.5 percent, whereas total capital grew by only 11.7 percent. In December 2003 the Company
formed a trust which issued $18.0 million of trust preferred securities, the proceeds of which were used to
partially finance the purchase of CommerceSouth. These securities, for regulatory purposes, are added to tangible
common shareholders’ equity to calculate Tier I capital. The Company’s leverage ratio, defined as tangible
shareholders’ equity divided by quarterly average assets, was 8.28 percent at year-end 2004 compared to 13.19
percent at December 31, 2003, again a function of the growth in total assets. The Federal Reserve and the FDIC
require that bank holding companies and banks maintain certain minimum levels of capital as defined by risk-
based capital guidelines. These guidelines consider risk factors associated with various components of assets,
both on and off the statement of condition. Under these guidelines, capital is measured in two tiers, and these
capital tiers are used in conjunction with “risk-based™ assets in determining “risk-based” capital ratios. The
ratios, expressed as a percentage of total risk-adjusted assets, for Tier I and Total capital were 9.46 percent and
10.49 percent, respectively, at December 31, 2004. The Company exceeded the minimum risk-based capital
guidelines at December 31, 2004, 2003, and 2002. The minimum guidelines are shown on Table 11. (see Capital
Adequacy on page 5, Regulatory Issue on page 30 and Note 15 of Notes to Consolidated Financial Statements).

Table 11
RISK-BASED CAPITAL
(DOLLARS IN THOUSANDS) DECEMBER 31,
2004 2003 2002
Tier I capital -
Tangible common shareholders’ equity ......................... § 74815 $ 65546 $ 71,977
Payable tOtrust . ... ...t e 18,000 18,000 0
Total Tier Tcapital .. ........... . ., $ 92815 $ 83,546 $ 71,977
Tier I capital -
Allowable portion of the allowance for loan losses ................ $ 10,117 $§ 8607 $§ 5451
Total capital (Tierland Tier II) ......... ... ... ... ... ... ...... $ 102,932 $ 92,153 § 77,428
Risk-adjusted as8es . .. ..ottt e $ 981,643 $814,843 $483916
Quarterly average assets ... ...t [ 1,121,447 633,606 658,953
* Risk-based capital ratios:
TierTcapital ...... ... . 9.46% 10.25% 14.87%
Total capital (Tierland Tier II) ........ ... ... ... .. i ... 10.49% 11.31% 16.00%
Minimum risk-based capital guidelines:
~Tier Lcapital ... ... . 4.00% 4.00% 4.00%
Total capital (TierTand Tier II) ............ .. ... ity 8.00% 8.00% 8.00%
Tier [leverage ratio . . ... ... oot e 828% 13.19% 10.92%
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Results of Operations Net Interest Revenue

Net interest revenue, the difference between amounts earned on assets and the amounts paid on liabilities, is
the most significant component of earnings for a financial institution. Changes in interest rates, changes in the
volume of assets and liabilities, and changes in the asset/liability mix are the major factors that influence net
interest revenue. Presented in Table 12 is an analysis of net interest revenue, weighted average yields on earning
assets and weighted average rates paid on interest bearing liabilities for the past three years.

Net yield on interest earning assets is net interest revenue, on a tax equivalent basis, divided by total interest
earning assets. This ratio is a measure of the Company’s effectiveness in pricing interest earning assets and
funding them with both interest bearing and non-interest bearing liabilities. The Company’s net yield in 2004, on
a tax equivalent basis, increased 28 basis points to 4.50 percent compared to 4.22 percent in 2003. After a rapid
decline that began in 2001, interest rates stabilized in 2003, and so did the Company’s net yield on interest
earning assets. Rates began to rise in mid-2004, and the net yield began to increase. Added to the positive effect
of rising interest rates on the net interest margin was a large increase in loan volume at the Company. Interest
rates and loan volume are expected to continue to rise in 2005, and Management expects that the Company wili
continue to benefit from a favorable net interest margin. One possible source of pressure on the net interest
margin in 2005 is the fact that loans at the Company have been growing faster than deposits, and this might cause
Management to more aggressively price deposits in order to fund loan growth.
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Table 13 reflects the changes in sources of taxable-equivalent interest income and expense between 2004
and 2003 and between 2003 and 2002. The variances resulting from changes in interest rates and the variances
resulting from changes in volume are shown.

Tax-equivalent net interest revenue in 2004 was $17.7 million higher than in 2003. Tota] interest revenue
increased by $22.5 million, while total interest expense increased $4.8 million. Both total interest revenue and
total interest expense increased almost entirely due to volume, a result of the growth experienced during 2004,
especially in loan volume. ’ : ;

Tax-equivalent net interest revenue in 2003 was $624 thousand higher than in 2002. Total interest revenue
decreased by $2.8 million, which was more than offset by the decrease in total interest expense of $3.4 million.
Both total interest revenue and total interest expense decreased due to rate, as a result of interest earning assets
and interest bearing liabilities continuing to reprice downward due to the general lowering of interest rates which
began in 2001.

Table 13 :
ANALYSIS OF TAXABLE-EQUIVALENT INTEREST INCREASES (DECREASES)

(DOLLARS IN THOUSANDS) ’ ) . 2004 CHANGE FROM 2003 2003 CHANGE FROM 2002
' Due to(1) Due to(1)
AMOUNT VOLUME RATE AMOUNT VOLUME RATE

Interest Revenue:

Taxable securities ................... $ 17y $ @67y $ 150 $(1,393) $§ 154 $(1,547)
Non-taxable securities ................ 75 543 (468) (53) 137 (190)
Total securities .. .................... 58 376 (318) (1,446) 291 (1,737)
Loans ...............ooiiiiin 22,424 21,329 1,095 {1,138) 1,647 (2,785)
Federal fundssold ................... (X)) (45) 18 (169) (64) (105)
Deposits ....ooviiiinin. e 5 . 8 3) (32) 3D (1)
Total ..t 22,460 21,668 792 (2,785) 1,843 (4,628)

Interest Expense:
Interest bearing demand and savings

deposits ... 1,425 1,208 217 (1,110) 29 (1,139)

Other time deposits ........... DU 1,839 2,697 (858) (2,295 122 (2,417
Short-term borrowing . ............... 253 133 120 (30) 3 (33)
FHLB advances and long-term debt .. ... 1,274 1,080 194 26 250 (224)
Total ..o 4,791 5,118 (327) (3.409) 404 (3,813)

Net interest reVenuUe . ..o v oo e ene e $17,669 $16,550 $1,119 $ 624 $1,439 $ (815

(1) The change in interest due to both rate and volume has been allocated to volume and rate changes in
proportion to the relationship of the absolute dollar amount of the change in each.

Provision for Loan Losses and Allowance for Loan Losses

The provision for loan losses is the cost of providing an allowance that is adequate to absorb inherent losses
on loans in the portfolio. Management reviews the adequacy of the allowance for loan losses on a continuous
basis by assessing the quality of the loan portfolio and adjusting the allowance when appropriate. Loan review
procedures are in place to ensure that potential problem loans are identified. The procedures include a continuous
review of the portfolios at the affiliate banks by the Company’s loan review department.
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Management’s evaluation of each loan includes a review of the financial condition and capacity of the
borrower, the value of the collateral, current economic trends, historical losses, work-out and collection
arrangements, and possible concentrations of credit. The loan review process also includes an evaluation of credit
quality within the mortgage and installment loan portfolios. In establishing the allowance, loss percentages are
applied to groups of loans with similar risk characteristics. These loss percentages are determined by historical
experience, portfolio mix, and other economic factors. Each quarter this review is quantified in a report to
Management which uses it to determine whether an appropriate allowance is maintained. This report is then
submitted to the Company’s Board of Directors quarterly. The amount of the allowance is affected by: (i) loan
charge-offs, which decrease the allowance; (i) recoveries on loans previously charged-off, which increase the
allowance; and (iii) the provisions for loan losses charged to income, which increase the allowance.

Table 14 sets forth certain information with respect to the Company’s average loans, allowance for loan
losses, charge-offs and recoveries for the five years-ended December 31, 2004.

Table 14
SUMMARY OF LOAN LOSS EXPERIENCE

(DOLLARS IN THOUSANDS) ’ YEAR-ENDED DECEMBER 31,
2004 2003 2002 2001 2000
Allowance for loan losses — :
Balance at beginning of year .............. $ 8342 $ 5381 $ 5328 $ 4608 3 4,128
Balance of acquired banks ................ 0 3,424 0 0 0
Charge-offs
Commercial, financial and agricultural .. .... 1,254 1,909 331 394 597
Real estate — construction ... ........ e 5 0 0 0 0
Real estate —mortgage ................... 569 182 81 123 374
Installment ............ .. ... ovron... 562 758 741 894 397
Total charge-offs .......... ... ......... 2,390 2,849 1,153 1,411 1,368
Recoveries
Commercial, financial and agricultural . ... .. 63 37 30 43 321
Real estate — construction . .. .............. 0 0 0 0 0
Real estate —mortgage ................... 17 19 9 37 120
Installment .......... .. ... ... ........ 195 248 257 264 172
Total recoveries ........ ... .. 275 . 304 296 344 613
Netcharge-offs ...... .. .. ..o oo o oL 2,115 2,545 857 1,067 755
Addition to allowance charged to operating
EXPEIMSE & vt ottt 4,017 2,082 910 1,787 1,235
Allowance for loan losses — balance at end of
VAT + vt e e e e e $ 10244 § 8342 $ 5381 $ 5328 $ 4,608
Loans at end of year, net of unearned income ... .. $903,691 $688,802 $390,452 $382,313 $378,353
Ratio of ending allowance to ending loans ....... 1.13% 1.21% 1.38% 1.39% 1.22%
Average loans, net of unearned income . ... ...... $766,928 $410,290 $383,829 $382,818 $367,281
Non-performing loans . ...................... $ 3270 $ 4,199 $ 4022 $ 2588 $ 2,503
Ratio of net charge-offs to average loans . ........ .28% 62% 22% 28% 21%
Ratio of ending allowance to total non-performing
LOaNS L 313.27% 198.67% 133.79% 205.87% 184.10%
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Net charge-offs decreased to $2.1 million in 2004 compared to $2.5 million in 2003. The allowance for loan
losses as a percentage of loans was 1.13 percent at December 31, 2004, and 1.21 percent at December 31, 2003.
Management believes the decrease in this ratio is acceptable because of improved asset quality as evidenced by
the improvement in (1) the ratio of non-performing loans to loans (see Table 16), (2) the ratio of non-performing
assets to loans and other real estate owned (see Table 16), (3) the ratio of the allowance for loan losses to non-
performing loans (see Table 14), (4) the decrease in loans with Management reservation as a percentage of loans
and (5) an improving economy. The changes in the allocation of the allowance for loan losses (see table 15) from
2003 to 2004 are primarily attributable to the changes in the loan portfolio mix - (see table 2). Loan charge-offs,
changes in risk grades and adjustments to allocations on individual loans also affected the allocation of the
allowance for loan losses. Management reviews the adequacy of the allowance for loan losses on a continuous
basis by assessing the quality of the loan portfolio, including non-performing loans, and adjusts the allowance
when appropriate. Management believes the carrent methodology used to determine the required level of
reserves is adequate. Management considered the allowance adequate at December 31, 2004,

Table 15
ALLOCATION OF THE ALLOWANCE FOR LOAN LOSSES

{DOLLARSIN

THOUSANDS) 2004 . 2003 2002 2001 2000
PERCEN- PERCEN- PERCEN- PERCEN- PERCEN-
TAGE OF TAGE OF ~ TAGE OF TAGE OF TAGE OF
LOANS IN LOANS IN LOANSIN LOANS IN LOANS IN
EACH EACH EACH EACH EACH
CATEGORY CATEGORY CATEGORY CATEGORY CATEGORY

ALLOWANCE TO TOTAL ALLOWANCE TO TOTAL ALLOWANCE TO TOTAL ALLOWANCE TO TOTAL ALLOWANCE TO TOTAL
ALLOCATION LOANS ALLOCATION LOANS ALLOCATION LOANS ALLOCATION LOANS ALLOCATION LOANS

Commercial,

financial & , ) .

agricultural ... $ 6,144 38.22% $5,843 57.89% $3,419 55.29% $2,644 53.12% $1,924 51.83%
Realestate . ... .. 3,425 55.12 1,791 33.72 1140 3110 1,804 3227 177N 31.89
Installment ... .. 675 6.66 708 8.39 822 13.61 880 14.61 913 16.28
Total .......... $10,244 100.00% $8,342 100.00% $5,381 100.00% $5.328 100.00% $4,608 100.00%

Non-Performing Assets

Non-performing assets include accruing ioans 90 days or more past due, loans on non-accrual, renegotiated
loans and other real estate owned. Commercial, business and installment loans are classified as non-accrual by
Management upon the earlier of: (i) a determination that collection of interest is doubtful; or (i) the time at
which such loans become 90 days past due unless collateral or other circomstances reasonably assure full
collection of principal.and interest.

Table 16 sets forth certain information with respect to accruing loans 90 days or more past due, loans on
non-accrual, renegotiated loans and other real estate owned.

Non-performing loans were $3.3 million at year-end 2004 compared to $4.2 million at year-end 2003.
Accruing loans 90 days or more past due increased by $35 thousand from 2003 to 2004. Loans on non-accrual
decreased by $936 thousand. Renegotiated loans consists of one large loan that is performing as scheduled.

Total non-performing assets as a percentage of loans and other real estate owned at year-end 2004 was .44
percent compared to .76 percent at year-end 2003 and 1.07 percent at year-end 2002,
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Table 16
SUMMARY OF NON-PERFORMING ASSETS

(DOLLARS IN THOUSANDS) DECEMBER 31,
2004 2003 2002 2001 2000

Accruing loans 90 days or more pastdue ................ $ 102 $ 67 $ 21 $1,008 $ 365
Loansonnon-accrual . ........ ... ... ... i 2,196 3,132 2,975 1,580 2,138
Renegotiated loans ........... e . - 972 1,000 1,026 0 0

Total non-performing loans . e 3270 4,199 4,022 2,588 2,503
Otherreal estateowned .......... ... ... ... 664 1,057 152 387 328

Total non-performing assets .. ..................... $3,934 $5256 $4,174 $2,975  $2,831
Loans 90 days or more past due as a percentage of loans ....  0.01% 0.01% 001% 026% 0.10%
Total non-performing loans as a percentage of loans ....... 036% 0.61% 1.03% 0.68% 0.66%
Total non-performing assets as a percentage of loans and

otherrealestateowned ......... ... ... ... ... ... .. - ,044%  0.76% 107% 0.78%  0.75%

Details of Non-Accrual Loans

The impact of non-accrual loans on interest income the past three years is shown in Table 17. Not included
in the table are loans totaling $5.2 million at December 31, 2004, as to which Management has reservations about
the ability of the borrowers to comply with present repayment terms. These credits were considered in
determining the adequacy of the allowance for loan losses and, while current, are regularly monitored for
changes within a particular industry or general economic trends which could cause the borrowers severe financial
difficulties. Any loans, other than those described earlier in this paragraph, which are classified for regulatory
purposes as loss, doubtful, substandard or special mention, and which are not included as non-performing loans,
do not (i) represent or result from trends or uncertainties which Management reasonably expects will materially
impact future operating results, or (ii) represent material credits about which Management is aware of any
information which causes Management to have serious doubts as to the ability of such borrower to comply with
the loan repayment terms.

Table 17
DETAILS OF NON-ACCRUAL LOANS
(IN THOUSANDS) 2004 2003 2002 2001 2000
Principal balance at December 31, . ..... ... .. ... ... ... ..... $2,196 $3,312 $2.975 $1,580 $2,138
Interest that would have been recorded under original terms
for the years-ended December 31, .................... $ 169 $ 152 § 156 $ 165 $ 154
Interest actually recorded in the financial statements for the
years-ended December 31, .............. .. ... ... $ 70 $ 45 $ 121 $ 29 $ 48

Non-Interest Revenue and Non-Interest Expense

Non-interest revenue was $11.1 million in 2004, compared to $7.7 million in 2003, an increase of 44.6
percent. Excluding the Eufaula and Santa Rosa Beach Banks, securities gains, net and the gain on the sale of the
credit card portfolio, non-interest revenue decreased $537 thousand, or 7.9 percent, due primarily to the decrease
of $427 thousand in mortgage loan referral fees. Despite the decrease from 2003, mortgage fee income was a
significant source of non-interest revenue in 2004, accounting for $1.9 million. Trust revenue of $1.8 million was
the Company’s second-largest single source of non-interest revenue in 2004. These two sources accounted for
approximately 33.0 percent of total non-interest revenue at BancTrust in 2004. The low rate environment that has
existed for several years, combined with the fact that our branch network extends across high growth markets
along the Gulf Coast counties of Alabama and Florida, has presented an opportunity to increase fee revenue in
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the mortgage area. While refinancing activity has slowed, this branch network should provide increased
opportunities for mortgage fees generated from new purchases of homes and condominiums. Management
intends to continue to pursue this and additional opportunities to increase non-interest revenue.

Securities gains increased to $645 thousand in 2004 from $360 thousand in 2003. In making the decision to
sell securities, Management considers the likelihood of these securities being called, the current types and rates
of bonds available for reinvestment and the need to fund loan growth. In 2003 the decision was made to
outsource credit card operations, and the resulting sale of the Company’s credit card portfolio resulted in a one-
time gain of $460 thousand.

Table 18
NON-INTEREST REVENUE

(IN THOUSANDS) YEAR-ENDED DECEMBER 31,
2004 2003 2002
Non-Interest Revenue:
Service charges on depositaccounts . ... $ 4910  $3,081 $2,964
TrUSt TEVENUE . . . .ot e e e e e e - 1,756 1,716 1,898
Securities Gains, Net. . ... v v vttt it e e e 645 360 873
Gain on sale of creditcard portfolio . .......... ... . ... L 460
Other income, chargesandfees ............. ... ... ... ... ... .... 3,752 2,035 1,556
Total . $11,063  $7,652  $7,291

One measure of profitability in the banking industry is the efficiency ratio, calculated as non-interest
expense divided by net interest revenue (tax adjusted) plus non-interest revenue. The lower the ratio, the more
efficient the company. The ratio can be lowered by increasing revenue or by decreasing expenses. The efficiency
ratio in 2004 was 62.8 percent compared to 64.7 percent in 2003. The increase in the net interest margin in 2004
was the primary cause of the decrease in the efficiency ratio compared to 2003. Included in the calculation in
2004 was $749 thousand in intangible amortization expense compared to $0 in 2003.-

Non-interest expense increased 60.1 percent in 2004 compared to 2003. Excluding the Eufaula and Santa
Rosa Beach Banks, non-interest expense increased 0.2 percent. Salaries and pensions and other employee
benefits costs, the largest non-interest expense category, increased 54.7 percent in 2004. Excluding the Eufaula
and Santa Rosa Beach Banks, salaries and pensions and other employee benefits costs increased 4.7 percent.
Higher pension plan and benefit costs and the addition of new personnel needed for the expansion of the
Company accounted for most of the increase. Net occupancy expenses increased 66.3 percent in 2004 and
resulted primarily from the CommerceSouth purchase. Furniture and equipment expense increased 70.0 percent
in 2004 and resulted primarily from the CommerceSouth purchase. Intangible amortization was $749 thousand in
2004. The Company’s goodwill gualifies for the non—amortization provisions of SFAS No. 142, and as a result no
goodwill amortization expense was recorded in 2004, 2003 or 2002. Other operating expenses in 2004 increased
$3.2 million, or 54.1 percent, from 2003. Excluding the Eufaula and Santa Rosa Beach Banks, other operating
expense decreased 9.9 percent. In 2004 the Company consolidated two of its banks into the Mobile Bank.
Duplicate operations in several areas were eliminated, and this has reduced personal and other operational costs.
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Table 19
NON-INTEREST EXPENSE

(IN THOUSANDS) YEAR-ENDED DECEMBER 31,
‘ 2004 2003 2002

Non-Interest Expense:
SALATIES . . . o\ttt $13,243 $ 9475 $ 8458
Pension and other employee benefits .............. ... ... . ... ... ..., 5,274 2,494 2,283
Furniture and equipment eXpenses . .. ... 2,743 1,614 1,611
Net OCCUPANCY EXPEISES . . . . v vttt e et et e e 2,463 1,481 1,340
Intangible amortization ............ ...t 749 0 0
Other Operating eXPENSES . . .. oo vttt et et i e e et 9,108 5,909 5,564

Total ..o $33,580 $20,973 $19,256

Income Taxes

Income tax expense from continuing operations was $4.2 million in 2004, compared to $2.3 million in 2003,
and $3.0 million in 2002. The effective combined tax rate was 28.7 percent in 2004, compared to 27.6 percent in
2003 and 29.2 percent in 2002. ’

Inflation and Other Issues

Because the Company’s assets and liabilities are essentially monetary in nature, the effect of inflation on the
Company’s assets is less significant compared to most commercial and industrial companies. Inflation has an
impact on the growth of total assets in the banking industry and the resulting need to increase capital at higher
than normal rates in order to maintain an appropriate equity to assets ratio. Inflation also has a significant effect
on other expenses, which tend to rise during periods of general inflation. Management believes, however, that the
Company’s financial results are influenced more by its ability to react to changes in interest rates than by
inflation. '

Regulatory Issue

As Noted in the Capital Adequacy section on page 5 of this Annual Report and in Note 15 in the Notes to
Consolidated Financial Statements, the Federal Reserve System has allowed bank hoiding companies to include
trust preferred securities in Tier 1 capital up to a maximum of 25% of Tier 1 capital. On March 1, 2005 the
Federal Reserve System issued a new rule (12 CFR Parts 208 and 225) that reduces the amount of trust preferred
securities that may be included in Tier 1 capital to 25% of Tier 1 capital less goodwill and any deferred tax
liability. Under this new rule, all $18.0 million of trust preferred stock currently included by the Company in its
calculation of Tier 1 and total capital will continue to be included in Tier 1 and total capital. Consequently,
Management does not believe this new rule will have any material adverse impact on BancTrust; however, it
does to some extent limit BancTrust’s ability to utilize trust preferred securities as a capital raising strategy in the
future.

Except as discussed in this Management’s Discussion and Analysis, Management is not aware of trends,
events or uncertainties that will have or that are reasonably likely to have a material effect on the liquidity,
capital resources or operations of the Company. Management is not aware of any current recommendations by
regulatory authorities which, if they were implemented, would have such an effect.
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SELECTED QUARTERLY FINANCIAL DATA (UNAUDITED)

2004

(DOLLARS IN THOUSANDS EXCEPT

PER SHARE AMOUNTS) FIRST SECOND THIRD FOURTH TOTAL
INEreSt TEVENUE . . .ottt e $12,409 $12,476 $13,536 $15,407  $53,828
INGErest EXPENSE .ottt 2,906 2,861 - 3,093 3,627 12,487
NEtINtErest FEVETILIC . . v vttt et ettt et aaas 9,503 9,615 10,443 11,780 41,341
Provision forloanlosses ... ... i 398 588 1,268 1.763 4,017
Non-interest revenue . ............ N, TR 2,620 2,942 2,876 2,625 11,063
NOD~NETEST EXPENSE <. v vt ve e ettt it n e i ene e e - 8,312 8,334 8,330 8,604 33,580
Income from continuing operations before income taxes .......... 3413 3,635 3,721 4,038 14,807
TNCOME tAX @XPEIISE .. oottt e et e 914 1,131 1,193 1,009 4,247
Income from continuing operations ............ .. ... ..., 2,499 2,504 2,528 3,029 10,560
Income from discontinued operations before income taxes ......... 128 145 442 (19 696
Gain on sale of discontinued operations before income taxes . ... ... 0 0 0 1,484 1,484
Total income from discontinued operations before income tax .. .. .. 128 145 442 1,465 2,180
TNCOME tAXES + oot e e e JE 172 54 164 1,049 1,439
Income from discontinued operations ....... e (44) 91 278 416 741
NetincOme . .....oovrvrenninnnnnns T R $ 2455 $ 2595 $ 2806 § 3,445 $11,301
Basic net income per share from continuing operations ........... $ 23 ¢ 23 0§ 23 % 27 % 96
Basic net income per share from discontinued operations ........ .. 3 (0 $ 0L 3 03 $ 04 $ 07
Diluted net income per share from continning operations .......... $ 23 0§ 23 8 22 % 27 $ 95
Diluted net income per share from discontinued operations . ....... $ (O $ 01 $ 03 $ 04 $ OV
Basic netincome pershare ... $ 22 % 24 $ 26 8 31 $ 103
Diluted net income pershare .. ...................... e $§ 22 8§ 24 $ 25 § 31 § 102

2003

(DOLLARS IN THOUSANDS EXCEPT

PER SHARE AMOUNTS) - FIRST SECOND THIRD FOURTH TOTAL
Interest revenue . ............. e $8.,004  $7,965  $7,767  $7.655  $31,391
Interest expense . .. ... AU P 2,198 2,031 1,786 1,681 . 7,696
NEtiNterest FEVEMUE . . .\ v ittt ettt et ee e 5,806 5,934 5,981 5,974 23,695
Provision for loan10sses . ..........c. it 268 639 237 938 2,082
Non-interestrevenue ..............c.c.vouvn... P 2,039 2,373 1,728 1,512 7,652
NON-INETEST EXPENSE .« . . o v v e vt e et e v et e e 5,304 5,182 5,356 5,131 20,973
Income from continuing operations before income tax . .... .. P 2,273 2,486 2,116 1,417 8,292
Income tax expense . ..............c... e 638 744 587 322 2,291
Income from contiriuing OPErations . .. ..ot 1,635 1,742 1,529 1,095 6,001
Income from discontinued operations before income taxes .......... 133 174 120 82 509
Income taxes ............o.ooeiinn.. [ 49 65 44 30 188
Income from discontinued operations . . B 84 109 76 52 321
NeLIneome .. ...t PR $1,719  $1.851  $1.605 51,147 § 6,322
Basic net income per share from continuing operations ............. $ 19 $ 20 $ 17 § 12 % 68
Basic net income per share from discontinued operations ........... $ 01 $ 01 § 01 §$ 01 § .04
Diluted net income per share from continuing operations ........... $ 19 § 19 $ 17 $ 12 § 67
Diluted net income per share from discontinued operations .......... $ 01 $ 01 $ 01 $ 01 §$ .04
Basic netincome pershare ................ ... $ 20 $ 21 $ 18 § .13 $ 72
Diluted netincome pershare ....... ... i $ 20 $ 20 $ 128 $ 13 0§ 71




Item 7A. Quantitative and Qualitative Disclosures about Market Risk

The information required by this Item 7A is included in Item 7 at page 19 under the heading “Asset/Liability
Management and Liquidity.”

Item 8. Financial Statements and Supplementary Data
Management’s Report on Financial Statements

The Management of BancTrust Financial Group, Inc. is responsible for the preparation, content, integrity,
objectivity and reliability of the financial statements and all other financial information included in this Annual
Report on Form 10-K. These statements have been prepared in accordance with accounting principles generally
accepted in the United States of America. In preparing the consolidated financial statements, Management made
judgments and estimates based upon currently available facts, events and transactions.

Management depends upon the Company’s accounting system and the internal control structure to meet its
responsibility for the reliability of these statements. These systems and controls are designed to provide
reasonable assurance that the assets are safeguarded from material loss and that the transactions executed are in
accordance with Management’s authorizations and are properly recorded in the financial records. The concept of
reasonable assurance recognizes that the cost of internal accounting controls should not exceed the benefits
derived and that there are inherent limitations of any system of internal accounting controls.

Management is required to evaluate, and to report on its evaluation of, the effectiveness of the Company’s
disclosure controls and procedures and the Company’s internal control over financial reporting. Management has
found both the Company’s disclosure controls and procedures and its internal control over financial reporting to
be effective as of December 31, 2004 and Management’s report on these items is included in Item 9A of this
Annual Report on Form 10-K.

The independent public accounting firm of KPMG LLP has been engaged to audit the Company’s financial
statements and to express an opinion as to whether the Company’s statements present fairly, in all material
respects, the financial position, cash flows and the results of operations, all in accordance with accounting
principles generally accepted in the United States of America. Their audit is conducted in conformity with
auditing standards generally accepted in the United States of America and includes procedures believed by them
to be sufficient to provide reasonable assurance that the financial statements are free of material misstatement.
They also issue an attestation report on Management’s assessment of the effectiveness of BancTrust’s internal
control over financial reporting.

The Audit Committee of the Board of Directors, composed of directors who meet the standards of
independence set by the National Association of Securities Dealers, [nc., oversees Management’s responsibility
in the preparation of these statements. This committee has the responsibility to review periodically the scope,
findings and opinions of the audits of the independent public accountants and internal auditors. KPMG LLP and
the internal auditors have free access to the Audit Committee and also to the Board of Directors to meet
independent of Management to discuss the internal control structure, accounting, auditing and other financial
reporting concerns.

We believe these policies and procedures provide reasonable assurance that our operations are conducted in
accordance with a high standard of business conduct and that the financial statements reflect fairly the financial
position, results of operations and cash flows of the Company.

J. STEPHEN NELSON W. BiBB LAMAR, Jr.
Chairman President and CEQ

F. MICHAEL JOHNSON
Chief Financial Officer
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Report of Independent Registered Public Accounting Firm

The Board of Directors and Shareholders
BancTrust Financial Group, Inc.:

We have audited the accompanying consolidated statements of condition of BancTrust Financial Group, Inc.
and subsidiaries (the Company) as of December 31, 2004 and 2003, and the related consolidated statements of
income, shareholders’ equity and comprehensive income, and cash flows for each of the years in the three-year
period ended December 31, 2004. These consolidated financial statements are the responsibility of the
Company’s management. Qur responsibility is to express an opinion on these consolidated financial statements
based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight
Board (United States). Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit alsc includes
assessing the accounting principles used and significant estimates made by management, as well as evaluating
the overall financial statement presentation. We believe that our audits provide a reasonable basis for our
opinio.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects,
the financial position of BancTrust Financial Group, Inc. and subsidiaries as of December 31, 2004 and 2003,
and the results of their operations and their cash flows for each of the years in the three-year period ended
December 31, 2004, in conformity with U.S. generally accepted accounting principles.

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board
(United States), the effectiveness of the Company’s internal control over financial reporting as of December 31,
2004, based on criteria established in Internal Control — Integrated Framework issued by the Committee of
Sponsoring Organizations of the Treadway Commission (COSO), and our report dated March 15, 2005 expressed
an unqualified opinion on management’s assessment of, and the effective operation of, internal control over
financial reporting.

/s/ KPMG LLP

Birmingham, Alabama
March 15, 2005
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Report of Independent Registered Public Accounting Firm

The Board of Directors and Shareholders
BancTrust Financial Group, Inc.:

We have audited management’s assessment, included in the accompanying Management’s Report on
Internal Control Over Financial Reporting contained in Item 9A of this Annual Report on Form 10-K, that
BancTrust Financial Group, Inc. and subsidiaries (the Company) maintained effective internal control over
financial reporting as of December 31, 2004, based on criteria established in Internal Control—Integrated
Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSQ). The
Company’s management is responsible for maintaining effective internal control over financial reporting and for
its assessment of the effectiveness of internal control over financial reporting. Our responsibility is to express an
opinion on management’s assessment and an opinion on the effectiveness of the Company’s internal control over
financial reporting based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight
Board (United States). Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether effective internal control over financial reporting was maintained in all material respects. Our
audit included obtaining an understanding of internal control over financial reporting, evaluating management’s
assessment, testing and evaluating the design and operating effectiveness of internal control, and performing such
other procedures as we considered necessary in the circumstances. We believe that our audit provides a
reasonable basis for our opinion. '

A company’s internal control over financial reporting is a process designed to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles. A company’s internal control over financial reporting
includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail,
accurately and fairly reflect the transactions and dispositions of the assets of the company; (2) provide reasonable
assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance
with generally accepted accounting principles, and that receipts and expenditures of the company are being made
only in accordance with authorizations of management and directors of the company; and (3) provide reasonable
assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the
company’s assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that
controls may become inadequate because of changes in conditions, or that the degree of compliance with the
policies or procedures may deteriorate.

In our opinion, management's assessment that the Company maintained effective internal control over financial
reporting as of December 31, 2004, is fairly stated, in all material respects, based on criteria established in /nternal
Control—Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission
(COSO0). Also, in our opinion, the Company maintained, in all material respects, effective internal control over
financial reporting as of December 31, 2004, based on criteria established in Internal Control—Integrated Framework
issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO).

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board
(United States), the consolidated statements of condition of BancTrust Financial Group, Inc. and subsidiaries as of
December 31, 2004 and 2003, and the related consolidated statements of income, shareholders’ equity and
comprehensive income, and cash flows for each of the years in the three-year period ended December 31, 2004, and
our report dated March 15, 2005, expressed an unqualified opinion on those consolidated financial statements.

/s/ KPMG LLP

Birmingham, Alabama
March 15, 2005
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BancTrust Financial Group, Inc. and Subsidiaries

Consolidated Statements of Condition
As of December 31, 2004 and 2003
(Dollars and Shares in Thousands)

December 31,
2004 2003

ASSETS:
Cashanddue frombanks ............. .. ... ... ......... F $ 41558 $ 42,054
Federal funds sold .. ... o 6,000 29,333

Total cash and cash equivalents ........... ... .. ... . ..., 47,558 71,387
Interest bearing deposits . ..... ...t 414 157
Securities available forsale ..................... O 151,590 186,591
LOAMS & ottt 905,039 689,595
Less: Unearned inCOME .. ..ottt e e et (1,348) (793)

Allowance forloan 10sses . ... ... . ... (10,244) (8,342)

L0anS, DL . oot e 893,447 680,460
Premises and equipment, net . ........... ... i [ 38,430 33,272
Accrued income receivable . ... .. ... 6,028 5,030
Goodwill .. . 41,952 41,952
Other intangible aSSets . ... ... . i 4,558 5,315
Cash surrender value of life insurance . .......... ... ... .. . . i 4,721 4,537
OhEr ASSEES . o .ottt e e e e 2,524 4516
Assets of discontinued operations . ............ . 0 43,683

Total L e $1,191,222  $1,076,900
LIABILITIES:
Deposits

Interest Bearing . .. ...ttt $ 800,276 $ 668,488

Non-interest bearing .. ... ...ttt e 186,628 142,657

Total deposits .. ..ot e 986,904 811,145
Short-term bOITOWINGS .. ... o e 14,768 25,317
FHLB advances and long-termdebt ............. ... ... ... oL 58,500 38,500
Acquisition related payable . ... ... . 0 38,422
Other Habilities . ...ttt e e e e 8,867 9,128
Liabilities of discontinued operations . ............. .. ... ... i 0 37,722

Total liabilities ... ...t e 1,069,039 960,234
SHAREHOLDERS’ EQUITY:
Preferred stock — no par value

Shares authorized — 500

Shares cutstanding — none
Common stock - $.01 par value

Shares authorized — 20,000

Shares issued — 11,277 in 2004 and 11,186in 2003 ........................ 113 112
Additional paidin capital ...... ... . ... 77,829 76,833
Accumulated other comprehensive income, net ........ ... .. o 501 1,569
Deferred compensation payable in common stock ............. ... ... .. .. 864 955
Retained earnings .. ... ... ..ottt e 46,148 40,560
Less:

Treasury stock, at cost 256 shares in 2004 and 2003 ............... ... ... .. (2,408) (2,408)

Common stock held in grantor trust, 49 shares in 2004 and 37 shares in 2003 ... (864) (955)
Total shareholders’ equity .. ........ ... e 122,183 116,666

TOtal oo $1,191,222 $1,076,900

See notes to consolidated financial statements.
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BancTrust Financial Group, Inc.

.Consolidated Statements of Income
For the Years Ended December 31, 2004, 2003 and 2002
(Dollars and Shares in Thousands, Except Per Share Amounts)

Year Ended December 31,
2004 2003 2002
INTEREST REVENUE:
OaNS L oottt 346,933  $24,509 $25,646
Tnvestment SECUTities — tAXAbIE . . .. ... it e 4,314 4,331 5,724
Investment securities — nON-taxable ... . ... .. i e e e 2,480 2,428 2,465
Federal funds sOld . . ... o e e 95 122 291
Interest bearing deposits .. ...t 6 1 33
Total INtETESt FEVETIUC . . .\ttt it ettt et e ettt e et et e e e e et et e e 53,828 31,391 34,159
INTEREST EXPENSE:
DIEPOSIIS . . v v e et et e e e e e 10,543 7,279 10,684
FHLB advances and long-termdebt ... ... ... ... .. . L 1,630 356 330
Short-term bOITOWINGS .. ..o 314 61 91
Total INLETEST XPENSE . . . oo vttt ettt ettt e e 12,487 7,696 11,105
NEt INEETESE FEVEIUE . . v o v ot ettt e et et et et et et e et ettt et e et e e e e ettt 41,341 23,695 23,054
Provision for 10am J08SeS . . . .o .ot e e e 4,017 2,082 910
Net interest revenue after provision forloanlosses ......... ... ... .. ... . i i 37,324 21,613 22,144
NON-INTEREST REVENUE:
Service charges on depoSIt ACCOUNES . . ... v vttt ettt 4,910 3,081 2,964
TIUSE TEVENUE .« o\ ottt et et e et et e e e e e e et e e e e e 1,756 1,716 1,898
Securities GaiNS, MEL ... ..ottt 645 360 873
Gain on sale of credit card portfolio ... ... . e 0 460 0
Other income, charges and fees .. .. ... ... . i e 3,752 2,035 1,556
Total NON-INEETESE FEVENMUE . o o\ v ittt e ettt et et et e et ettt e et et ettt et 11,063 7.652 7,291
NON-INTEREST EXPENSE:
SAlAMIES oot 13,243 9.475 8,458
Pensions and other employee benefits .............. P 5,274 2,494 2,283
Furniture and equipment EXPERSE . . ... v vttt ottt ittt e 2,743 1,614 1,611
Net occupancy expense . ... ..... e 2,463 1,481 1,340
Intangible aMOTHZAION . . . .\ .\t vttt ettt e ettt e e e e e e 749 0 0
ORET EXPEISE . o oottt et s et e et et e e e e 9,108 5.909 5,564
Total NON-INLETESt EXPEIISE . .« . vt ittt ittt et et ettt et e e e e e e et e 33,580 20,973 19,256
Income from continuing operations before INCOME tAXES . ... .. ... ittt 14,807 8,292 10,179
TNCOME tAX EXPENSE © . oo v o vt e et e e e et e it e e e e e e e e e e e e e e e 4,247 2,291 2,971
Income from continUing OPErAtIONS . .. ...t \tutur ettt et et et 10,560 6,001 7,208
Income from discontinued operations before income taxes (including gain on sale of discontinued operations
Of B L A8A) L 2,180 509 182
TNCOME TAXES BXPEISE . . o« vt e vt tn et ettt ittt et e e e e et e e e e e e e e 1,439 188 67
Income from discontinued OPErations . ... ... ..ottt e s 741 321 115
N INCOMIE . .ottt et et et e et e e e e e e e e e $11,301 $ 6,322 $ 7,323
Basic net income per share from continuing operations . ........... . i i $ 9 § 68 3 .84
Basic net income per share from discontinued operations ..............oiiir i e $§ 07 $ 04 § 01
Diluted net income per share from continuing OPerations . .............ouiieenunerenenmaianennn. $ 95 & 67 § 83
Diluted net income per share from discontinued operations . .. ............ ot $ 07 & 04 § 01
Basic earnings per share .. ....... .. $ 103 $ 72§ .85
Diluted €arnings Per Share .. ... .....o..ii it e $ 1.02 § 71 $ .84
Weighted average shares outstanding —basic .. ... ... ... 10,981 8,754 8,658
Weighted average shares outstanding ~diluted ........ ... .. . ... ... il 11,074 8,888 8,696

See notes to consolidated financial statements.
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BancTrust Financial Group, Inc.

Consolidated Statements of Cash Flows

For the Years Ended December 31, 2004, 2003 and 2002
(Dollars and Shares in Thousands, Except Per Share Amounts)

OPERATING ACTIVITIES:
Net income from continuing Operations . ..............c.oeueunen..n
Adjustments to reconcile net income to net cash provided by operating
activities .
Depreciation and amortization . ...............luiiiiiitaen..
Provision forloanlosses ......... ... .. i i
Securities GaINS, MEL . . .ot v ettt et e
Increase in cash surrender value of life insurance .. ..................
Loss on sales of other real estate owned .................. .. .......
Gain on sale of credit card portfolio ........... .. ... ... ... ...
Deferred income tax provision (benefit) ................ .. ... .. ....
Increase (decrease) in operating assets, net of effect of business
acquisition:
Accrued incomereceivable ........ ... ... L
Other assets .. ...
Increase (decrease) in operating liabilities, net of effect of business
ACQUESTHON .« .\t iiie e et P

Net cash provided by operating activities ........... ... ...

INVESTING ACTIVITIES: _
Net (increase) decrease in interest-bearing deposits ..................
Netincrease Inloans ..........uniitinien i in i
Purchases of premises and equipment,net .........................
Proceeds from sales of other real estateowned . .....................
Proceeds from maturities of securities available forsale ..............
Proceeds from sales of securities available forsale .. .................
Purchases of securities available forsale . ............ ... ... ... ..
Cash paid to acquisition shareholders .............................
Net cash acquired in business combination .........................

Net cash used in investing activities .......... ... .. ...

FINANCING ACTIVITIES:
Net increase in deposits .. ... ..ot
Net increase (decrease) in short-term borrowings . .. .................
Proceeds from FHLB advances ................ . oviiniiiiinnon..
Paymenton FHLB advances ........... ... .. ... oo,
Proceeds from issuance of long-termdebt . .............. ... .. ... ...
Dividends paid ... ... ...t e
Purchases of treasury stock ......... ... ... i
Proceeds from issuance of common stock ... ................ U

Net cash provided by financing activities ............ ... ... ... .. .....

NET CASH PROVIDED BY (USED IN) DISCONTINUED
OPERATIONS . ....... e e e e

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS ...
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR ...... L.

CASH AND CASH EQUIVALENTS ATENDOF YEAR ................
See notes to consolidated financial statements.
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Year Ended December 31,

2004 2003 2002
$ 10,560 $ 6,001 $ 7,208
3,954 2,496 1,702
4,017 2,082 910
(645)  (360) (873)
(184) 0 0
31 .0 0
0 (460) 0
(665) 473) 234
(998) 500 794
508 (2,229) (1,566)
1,874 2,598 626
18,452 10,155 9,035
(257) 526 950
(217,221) (31,497) (8,826)
(7,735) (2,112) (1,972)
610 128 337
53,766 73,679 69,299
46,496 28,189 34,751
(66,714) (78,411) (131,515
(38,422) 0 0]
0 9,266 0
(229,477) (232) (36,976)
175,759 8,447 23,261
(10,549)  (2,607) 3,964
16,500 10,000 0
(6,500) (2,000) 0
10,000 18,000 0
(5,605) (4,550) (4,149)
0 0 (1,914)
889 387 71
180,494 27,677 21,233
6,702 189 (1,563)
(23,829) 37,789 (8,271)
71,387 33,598 41,869

$ 47,558 $ 71,387 $ 33,598




BancTrust Financial Group, Inc.

Notes to Consolidated Financial Statements
For the Years Ended December 31, 2004, 2003 and 2002
(Dollars and Shares in Thousands, Except Per Share Amounts)

Note 1. Summary of Significant Accounting Policies

PRINCIPLES OF CONSOLIDATION - The accompanying consolidated financial statements include the
accounts of BancTrust Financial Group, Inc. (the “Company” or “BancTrust”’) and its wholly-owned subsidiaries,
BankTrust (the “Mobile Bank™), Sweet Water State Bank (the “Sweet Water Bank™), BankTrust of Alabama (the
“Eufaula Bank™) and BankTrust, Florida (the “Santa Rosa Beach Bank” and collectively, with the banks listed
above, the “Banks”), and BancTrust Company, Inc. (the “Trust Company”). All significant intercompany
accounts and transactions are eliminated. The Banks are engaged in the business of obtaining funds, primarily in
the form of deposits, and investing such funds in commercial, installment and real estate loans and investment
securities in South Alabama and Northwest Florida. The Banks also offer a range of other commercial bank
services including investment products. The Trust Company offers trust services.

BASIS OF FINANCIAL STATEMENT PRESENTATION - The financial statements have been prepared
in conformity with accounting principles generally accepted in the United States of America and with general
practices within the banking industry. In preparing the financial statements, Management is required to make
estimates and assumptions that affect the reported amounts of assets and liabilities as of the date of the statement
of condition and revenues and expenses for the period. Actual results could differ significantly from those
estimates. All dollars and shares are in thousands except per share amounts. Material estimates that are
particularly susceptible to significant change in the near-term relate to the determination of the allowance for
loan losses.

A substantial portion of the Company’s loans are secured by real estate in South Alabama and Northwest
Florida. Accordingly, the ultimate collectibility of a substantial portion of the Company’s loan portfolio is
susceptible to changes in market conditions in these areas. Management believes that the allovsance for losses on
loans is adequate. While Management uses available information to recognize losses on loans, future additions to
the allowance may be necessary based on changes in economic conditions. In addition, various regulatory
agencies, as an integral part of their examination process, periodically review the Company’s allowance for
losses on loans. Such agencies may require the Company to make changes to the allowance based on their
judgment about information available to them at the time of their examination.

CASH AND CASH EQUIVALENTS - For purposes of reporting cash flows, cash and cash equivalents
include cash on hand, amounts due from banks and federal funds sold. Federal funds are generally sold for one
day periods.

Supplemental disclosures of cash flow information for the years ended December 31, 2004, 2003 and 2002
are as follows:

2004 2003 2002
Cash paid for:
51 1=3 £ A O PR $12,501 $ 8,792 $12,196
TNCOME LAXES .« o o o v vt e ettt et et et e e e e 5,081 2,126 3,095
Non-cash transactions:
Transfer of loans to other real estateowned ... ...................... 217 1,187 641
Fair value of assets acquired .............. e 0 379,758 39,967
- Capital stock issued to acquire assets . ...........cooenennnnnon.. L 0 34,519 4,054

Liabilities assumed . . ..ottt 0 345,239 35913



BancTrust Financial Group, Inc.

Notes to Consolidated Financial Statements—(Continued)
For the Years Ended December 31, 2004, 2003 and 2002
(Doliars and Shares in Thousands, Except Per Share Amounts)

SECURITIES AVAILABLE FOR SALE - Securities available for sale are carried at fair value. Unrealized
gains and losses are excluded from earnings and reported, net of tax, as a separate component of shareholders’
equity until realized. Securities available for sale may be used as part of the Company’s asset/liability strategy
and may be sold in response to changes in interest rate risk, prepayment risk or other similar economic factors.
The specific identification method is used to compute gains or losses on the sale of these assets.

LOANS AND INTEREST INCOME - Loans are reported at the principal amounts outstanding, adjusted for
unearned income, deferred loan origination fees and costs, purchase premiums and discounts, write-downs, and
the allowance for loan losses. Loan origination fees, net of certain deferred origination costs, and purchase
premiums and discounts are recognized as an adjustment to the yield of the related loans.

Interest on commercial and real estate loans is accrued and credited to income based on the principal
amount outstanding. Interest on installment loans is recognized using the interest method.

The accrual of interest on loans is discontinued when, in the opinion of Management, there is an indication
that the borrower may be unable to meet contractual payments as they become due. Generally, loans 90 days and
over past due are placed on non- accrual unless there is sufficient collateral to assure collectibility of principal
and interest and the loan is in the process of collection. Upon such discontinuance, all unpaid accrued interest is
reversed against current income. Interest received on nonaccrual loans generally is either applied against
principal or reported as interest income, according to management’s judgement as to the collectibility of
principal. Generally, loans are restored to accrual status when the obligation is brought current and has performed
in accordance with the contractual terms for a reasonable period of time and the ultimate collectibility of the total
contractual principal and interest is no longer in doubt.

ALLOWANCE FOR LOAN LOSSES - The allowance for loan losses is maintained at a level considered
by Management to be sufficient to absorb losses inherent in the loan portfolio. BancTrust’s determination of its
allowance for loan losses is determined in accordance with Statements of Financial Accounting Standards Nos.
114 and 5. The amount of the allowance for loan losses and the amount of the provision charged to expense is
based on periodic reviews of the portfolio, past loan loss experience, current economic conditions and such other
factors which, in Management’s judgment, deserve current recognition in estimating loan losses.

A regular, formal and ongoing loan review is conducted to identify loans with unusual risks and probable
loss. Management uses the loan review process to stratify the loan portfolio into risk grades. For higher-risk
graded loans in the portfolio the Banks determine estimated amounts of loss based on several factors, including
historical loss experience, management’s judgement of economic conditions and the resulting impact on higher-
risk graded loans, the financial capacity of the borrower, secondary sources of repayment including collateral and
regulatory guidelines. This determination also considers the balance of impaired loans (which are generally
considered to be non-performing loans). Specific allowances for impaired loans are based on comparisons of the
recorded carrying values of the loans to the present value of these loans’ estimated cash flows discounted at each
loan’s effective interest rate, the fair value of the collateral, or the loans” observable market price. Recovery of
the carrying value of loans is dependent to a great extent on economic, operating and other conditions that may
be beyond the Company’s control.

In addition to evaluating probable losses on individual loans, Management also determines probable losses
for all other loans that are not individually evaluated. The amount of the allowance for loan losses related to all
other loans in the portfolio is determined based on historical and current loss experience, portfolio mix by loan
type and by collateral type, current economic conditions, the level and trend of loan quality ratios, and such other
factors which, in Management’s judgement, deserve current recognition in estimating inherent loan losses. The
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BancTrust Financial Group, Inc.

Notes to Consolidated Financial Statements—(Continued)
For the Years Ended December 31, 2004, 2003 and 2002
(Dollars and Shares in Thousands, Except Per Share Amounts)

methodology and assumptions used to determine the allowance are continually reviewed as to their
appropriateness given the most recent losses realized and other factors that influence the estimation process. The
model assumptions and resulting allowance level are adjusted accordingly as these factors change.

PREMISES AND EQUIPMENT - Premises and equipment are stated at cost less accumulated depreciation
and amortization. The provision for depreciation and amortization is computed using the straight-line method
over the estimated useful lives of the assets or terms of the leases as applicable. The Company periodically
evaluates whether events have occurred that indicate that premises and equipment have been impaired.
Measurement of any impact of such impairment is based on those assets’ fair values. There were no impairment
losses recorded in 2004, 2003 or 2002.

OTHER REAL ESTATE OWNED - Other real estate owned is carried at the lower of the recorded
investment in the loan or fair value, as determined by Management, less costs to dispose. Any excess of the
recorded investment over fair value, less costs to dispose, is charged to the allowance for loan losses at the time
of foreclosure. A provision is charged to earnings and a related valuation account for subsequent losses on other
real estate owned is established when, in the opinion of Management, such losses have occurred. The ability of
the Company to recover the carrying value of real estate is based upon future sales of the real estate. The ability
to accomplish such sales is subject to market conditions and other factors, all of which are beyond the
Company’s control. The recognition of sales and sales gains is dependent upon whether the nature and term of
the sales, including possible future involvement of the Company, if any, meet certain defined requirements. If not
met, sale and gain recognition would be deferred.

INCOME TAXES — The Company files a consolidated federal income tax return, Deferred tax assets and
liabilities are recognized for the future tax consequences attributable to differences between the financial
statement carrying amounts of existing assets and liabilities and their respective tax basis and operating loss and
tax credit carryforwards. Deferred tax assets and liabilities are measured using enacted tax rates expected to
apply to taxable income in the years in which those temporary differences are expected to be recovered or settled.
The effect on deferred tax assets and liabilities of a change in tax rates is recognized in income in the period that
includes the enactment date.

INTANGIBLE ASSETS - Goodwill and intangible assets with indefinite useful lives are not amortized but
are tested for impairment annually. Measurement of any impairment of such assets is based on the asset’s fair
value, with the resulting charge recorded as a loss. There were no significant impairment losses recorded in 2004,
2003 or 2002. Core deposit intangible assets are amortized over seven years using the straight-line method.

TREASURY STOCK - Treasury stock repurchases and sales are accounted for using the cost method.

TRUST COMPANY ASSETS AND INCOME - Assets held by the Trust Company in a fiduciary capacity
for customers are not included in the consolidated financial statements. Fiduciary fees on trust accounts are
recognized on the accrual basis. '

STOCK OPTIONS - The Company utilizes the intrinsic value method of accounting for stock option grants.
As the option exercise price is equal to the fair value of the stock at the date of grant, no compensation cost is
recognized. The Company has two incentive stock option plans, the South Alabama Bancorporation 1993
Incentive Compensation Plan (the “1993 Plan”), and the South Alabama Bancorporation, Inc. 2001 Incentive
Compensation Plan (the “2001 Plan”). The 1993 Plan was terminated in 2001 upon the adoption of the 2001
Plan. The remaining granted and outstanding options under the 1993 Plan are convertible into common shares of
the Company. At December 31, 2004, options for 219 shares were granted and outstanding under the 1993 Plan.
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BancTrust Financial Group, Inc.

Notes to Consolidated Financial Statements—(Continued)
For the Years Ended December 31, 2004, 2003 and 2002
(Dollars and Shares in Thousands, Except Per Share Amounts)

The Company may grant options for up to 250 shares to employees and directors under the 2001 Plan and
has granted options of 107 shares under the 2001 Plan through December 31, 2004, of which 103 shares are
outstanding. Under the 1993 and 2001 Plans, the option exercise price equals the stock’s market price at the date
of grant. The options vest one year after date of issuance and expire after 10 years.

Had compensation costs for these plans been determined consistent with SFAS No. 123 “Accounting for
Stock Based Compensation” the Company’s net income and earnings per share would have been reduced to the
following pro forma amounts:

2004 2003 2002

Netincome asreported .. ........ it $11,301  $6,322  $7,323
Compensation expense, net of applicable taxes . .................. (157) a7 29)
Proformanetincome .......... ... $11,144  $6,305 $7,294
Earnings per share:
As reported

Basic ....................... e $ 1.03 $ 72 $ .85

Diluted .. ... .. 1.02 71 .84
Pro forma

Basic ............. S PP $ 101 $ 72 $ .84

Diluted . ... 1.01 J1 .84

A summary of the status of the Company’s stock option plans at December 31, 2004, 2003, and 2002 and
the changes during the years then ended is as follows:

2004 2003 2002
Weighted Avg. Weighted Avg. Weighted Avg.
Shares Exercise Price  Shares Exercise Price Shares Exercise Price
Outstanding at beginning of year ........ 314 $11.61 360 $11.77 360 $10.77
Granted ........... ... ... . ... ... 94 17.19 5 11.68 8 9.95
Exercised . ............ ... ... ... (86) 10.39 (45) 8.66 (8) 8.67
Forfeited ....................... ﬂ) N/A __(_@ 8.66 __O N/A
Outstanding atend of year ........ A 322 13.56 314 11.61 360 11.77
Exercisable atendof year ... ........... % 12.07 @ 11.61 ﬁ 11.54
Weighted average fair value of the options
granted ... $ 4.92 $ 345 $ 3.41

At December 31, 2004, 150 of the 322 options had exercise prices between $8.67 and $11.91 with a
weighted average exercise price of $10.00 and an average remaining contractual life of 3.34 years. 167 of these
options had exercise prices between $13.75 and $17.20 with a weighted average exercise price of $16.51 and an
average remaining contractual life of 6.79 years. The remaining 5 options outstanding at December 31, 2004
consist of options with an exercise price of $22.19 and an average remaining contractual life of 3.55 years.

The fair value of each option grant is estimated on the date of grant using the Black-Scholes option pricing
model with the following weighted-average assumptions used for grants in 2004, 2003, and 2002, respectively;
risk-free interest rates of 3.62%, 2.94%, and 2.89%; expected dividend yields of 2.9%, 4.5%, and 4.4%; expected
lives of 5 years in 2004, 2003 and 2002; and expected volatility of 40%, 43%, and 56%, respectively.
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BancTrust Financial Group, Inc.

Notes to Consolidated Financial Statements—(Continued)
For the Years Ended December 31, 2004, 2003 and 2002
(Dollars and Shares in Thousands, Except Per Share Amounts)

RECLASSIFICATIONS - Certain reclassifications of 2003 and 2002 balances have been made to conform
with classifications used in 2004. . :

RECENT ACCOUNTING PRONOUNCEMENTS - In January 2003, the FASB issued FIN 46,
“Consolidation of Variable Interest Entities.” FIN 46 is an Interpretation of ARB No. 51 and addresses
consolidation by business enterprises of variable interest entities (VIEs). This Interpretation is based on the
concept that an enterprise controlling another entity through interests other than voting interests should
consolidate the controlled entity. Business enterprises are required under the provisions of the Interpretation to
identify VIEs, based on specified characteristics, and then determine whether they should be consolidated. An
enterprise that holds the majority of the variable interests is considered the primary beneficiary and would
consolidate the VIE. In addition to the primary beneficiary, an enterprise that holds a significant variable interest
in a VIE is required to make certain interim and annual disclosures.

The Interpretation was effective immediately for all enterprises with variable interest in VIEs created after
January 31, 2003. A public company with variable interest in a VIE created before February 1, 2003 was required
to apply the provisions of this Interpretation for the first interim or annual reporting period ending after
December 15, 2003; however, early adoption was permitted. Effective December 29, 2003, the Company adopted
the Interpretation. The effect of adoption of the Interpretation did not have a material impact on the Company’s
consolidated financial statements.

On December 24, 2003, the FASB issued a revision of FIN 46 (FIN46(R)), which replaced the Interpretation
issued in January 2003. The revised Interpretation clarifies some of the provisions of FIN 46 and provides
additional exemptions for certain entities. Under the provisions of FIN 46(R), the Company is permitted to
continue the application of FIN 46 until the reporting period ending March 31, 2004, at which time the Company
will adopt the provisions of FIN 46(R).

The adoption of FIN 46(R) did not have a material impact on the Company’s consolidated financial position
or results of operations.

In October 2003, the American Institute of Certified Public Accountants (AICPA) issued Statement of
Accounting Position (SOP) 03-03, which addresses accounting for differences between contractual cash flows
expected to be collected from an investor’s initial investment in loans or debt securities (loans) acquired in a
transfer if those differences are attributable, at least in part, to credit quality. It includes such loans acquired in
purchase business combinations. This SOP would apply to loans originated by the Company and would limit the
yield that may be accreted (accretable yield) to the excess of the investor’s estimate of undiscounted expected
principal, interest, and other cash flows (cash flows expected at acquisition to be collected) over the investor’s
initial investment in the loan. This SOP requires that the excess of contractual cash flows over cash flows
expected to be collected (nonaccretable difference) not be recognized as an adjustment of yield, loss accrual, or
valuation allowance. This SOP prohibits investors from displaying accretable yield and nonaccretable difference
in the balance sheet. Subsequent increases in cash flows expected to be collected generally would be recognized
prospectively through adjustment of the loan’s yield over its remaining life. Decreases in cash flows expected to
be collected would be recognized as impairment. This SOP prohibits “carrying over” or creation of valuation
allowances in the initial accounting of all loans acquired in a transfer that are within the scope of this SOP. The
prohibition of the valuation allowance carryover applies to the purchase of an individual loan, a pool of loans, a
group of loans, and loans acquired in a purchase business combination. This SOP is effective for loans acquired
in fiscal years beginning after December 15, 2004. The Company adopted this SOP and its effect on the
consolidated financial statements was not material.
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BancTrust Financial Group, Inc.

Notes to Consolidated Financial Statements—(Continued)
For the Years Ended December 31, 2004, 2003 and 2002
(Dollars and Shares in Thousands, Except Per Share Amounts)

During the first quarter of 2004, the Securities and Exchange Commission (SEC) issued Staff Accounting
Bulletin (SAB) 105, “Loan Commitments Accounted for as Derivative Instruments”. This SAB addresses the
accounting for loan commitments entered into after March 31, 2004, and certain disclosure requirements relevant
in the context of mortgage banking activities. Management has analyzed the effects of SAB 105, which were not
material to the Company’s operations or financial position.

In March 2004, the Emerging Issues Task Force reached a consensus on Issue 03-01, “Meaning of Other
Than Temporary Impairment” (Issue 03-01). The Task Force reached a consensus on an other-than-temporary
impairment model for debt and equity securities accounted for under Statement of Financial Accounting
Standards No. 115, “Accounting for Certain Investments in Debt and Equity Securities” and cost method
investments and provided for additional disclosures. In September 2004, the FASB approved a Staff Position to
delay the requirement to record impairment losses under Issue 03-01. The approved delay will apply to all
securities within the scope of Issue 03-01 and is expected to end when new guidance is issued and comes into
effect. The Staff Position did not affect the disclosure requirements of Issue 03-01. The Company has provided
the expanded disclosures in Note 4 and will continue to monitor changes to Issue 03-01. The Company does not
consider it, or the related Staff Position, to have a material impact on the Company’s financial position or results
of operations.

On December 16, 2004, the FASB published SFAS No. 123(R), “Share-Based Payment”. This Statement is
a revision of SFAS No. 123, “Accounting for Stock-Based Compensation” and supersedes APB Opinion No. 25,
“Accounting for Stock Issued to Employees”, and its related implementation guidance. It will provide investors
and other users of financial statements with more complete and neutral financial information by requiring that the
compensation cost relating to share-based payment transactions be recognized in financial statements. That cost
will be measured based on the fair value of the equity or liability instruments issued. This Statement is the result
of a two-year effort to respond to requests from investors and many others that the FASB improve the accounting
for share-based payment arrangements with employees. Public entities (other than those filing as small business
issuers) will be required to apply SFAS No. 123(R) as of the first interim or annual reporting period that begins
after June 15, 2005. SFAS No. 123(R) covers a wide range of share-based compensation arrangements including
share options, restricted share plans, performance-based awards, share appreciation rights, and employee share
purchase plans. In addition to the accounting standard that sets forth the financial reporting objectives and related
accounting principles, SFAS No. 123(R) includes an appendix of implementation guidance that provides
expanded guidance on measuring the fair value of share-based payment awards. SFAS No. 123, as originally
issued in 1995, established as preferable a fair-value-based method of accounting for share-based payment
transactions with employees. However, that Statement permitted entities the option of continuing to apply the
guidance in Opinion 25, as long as the footnotes to financial statements disclosed what net income would have
been had the preferable fair-value-based method been used. Although those disclosures helped to mitigate the
problems associated with accounting under Opinion 25, many investors and other users of financial statements
said that the failure to include employee compensation costs in the income statement impaired the transparency,
comparability, and credibility of financial statements. The Company will adopt SFAS No. 123(R) as prescribed.
The effect of this statement on the consolidated financial statements is not expected to be material.

Note 2, Business Combinations and Disposition

On December 30, 2003, CommerceSouth, Inc., the parent company of CommerceSouth Bank Alabama (now
BankTrust of Alabama and referred to herein as the “Eufaula Bank™) and CommerceSouth Bank Florida (now
BankTrust and referred to herein as the “Santa Rosa Beach Bank™), was merged into the Company. The
Company acquired 100 percent of the outstanding stock, which was all voting stock, of the Eufaula Bank and the
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- Santa Rosa Beach Bank. This merger has been accounted for under the purchase method of accounting.
Therefore, the results of operations of the Eufaula Bank and the Santa Rosa Beach Bank have been included in
the consolidated resuits of the Company from.December 30, 2003. The Eufaula Bank had total assets of
$184,227 at December 31, 2003, and the Santa Rosa Beach Bank had total assets of $190,494 at December 31,
2003. The Eufaula Bank has five locations in central and southeastern Alabama, and the Santa Rosa Beach Bank
has eight branches in the Florida panhandle. The Company’s Board of Directors viewed the acquisition of
CommerceSouth, Inc. as an opportunity to achieve economies of scale by reason of its larger size, enhanced
competitive position, and expanded market area. In determining the price, the Company considered the
following: (1) anticipated effect of the merger on the Company’s earnings per share; (2) anticipated effect on the
Company’s book value per share; (3) the complementary nature of CommerceSouth, Inc’s. retail branch network
with the Company’s existing operations; and (4) enhanced opportunities for growth. The purchase price was
$73,441 and was settled with 2,156 shares of the Company’s common stock, 40 common stock options valued at
$220 using the Black-Scholes pricing model and cash of $38,922, of which $38,422 is reflected as acquisition
related payable in the accompanying 2003 statement of condition. The cash amount includes transaction costs of
approximately $500. Each share issued was valued at $15.908 which was the average price at which the shares
were trading during the period of twenty consecutive trading days ending on the trading day which preceded by
two trading days the effective time of the merger. As a result of the purchase, the Company recorded goodwill of
$37,970 and a core deposit intangible asset of $5,241.

On April 16, 2002, Gulf Coast Community Bancshares, Inc., the parent company of Bank Trust of Florida,
was merged into the Company. The Company acquired 100 percent of the outstanding stock, which was all
voting stock, of Wewahitchka State Bank. This merger has been accounted for under the purchase method of
accounting. Therefore, the results of operations of Wewahitchka State Bank have been included in the
consolidated results of the Company from April 16, 2002. Wewahitchka State Bank has three locations in the
Florida panhandle. The Company’s Board of Directors viewed the acquisition of Wewahitchka State Bank as an
opportunity to acquire a franchise in the northwest Florida market. In determining the price, the Company
considered the following: (1) anticipated effect of the merger on the Company’s earnings per share, (2)
anticipated effect on the Company’s book value per share, (3) the value to the Company of a presence in the
Florida panhandle, and (4) alternative methods of entering the Florida panhandle and cost of those methods. The
purchase price was $4,054 and was settled with 385 shares of the Company’s common stock. Each share issued
was valued a $10.76 which was the average price at which the shares were trading during the period of twenty
consecutive trading days ending on the trading day which preceded by two days the effective time of the merger.
As a result of the purchase, the Company recorded goodwill of $1,799 and a core deposit intangible asset of $88.

Assuming the December 30, 2003 acquisition of CommerceSouth, Inc. had occurred on January 1, 2003, the
consolidated result of operations on a pro forma basis for the year ended December 31, 2003 would have been as
follows: v

Year ended

December 31,
2003
Net interest income from continuing operations ........................ $34,469
Net income from continuing Operations ..................oovvinunn.... 7,153
Net income per share from continuing operations —basic ................. § .66
Net income per share from continuing operations — diluted .. ......... .. .. .65
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Sale of BankTrust of Florida

On October 15, 2004, BancTrust sold all of the stock of the Wewahitchka Bank for $7.5 million. The
Wewahitchka Bank represented total assets of approximately $43.7 million and total deposits of approximately
$37.5 million at December 31, 2003, The Conipany recorded a gross gain on the sale of $1.5 million. The
operations of the Wewahitchka Bank have been accounted for as discontinued operations for all periods
presented in accordance with FASB 144 “Accounting for the Impairment or Disposal of Long-Lived Assets.”

Note 3. Restrictions On Cash and Due From Bank Accounts

The Banks are required to maintain average reserve balances with the Federal Reserve Bank. The average of
those reserve balances for the years ended December 31, 2004 and 2003 was approximately $14,008 and $5,047,
respectively. ‘

Note 4. Securities Available for Sale

The following summary sets forth the amortized cost amounts and the corresponding market values of
investment securities available for sale at December 31, 2004-and 2003:

Gross Gross Estimated
Amortized Unrealized Unrealized Fair
Cost Gains Losses Value
2004 )
U.S. Treasury SECUrities . . .. ...vvve ittt $§ 300 $ 7 $ 0 $ 307
Obligations of U.S. Government sponsored enterprises ......... 86,666 264 615 86,315
Obligations of states and political subdivisions ............... 53,760 1,768 77 55,451
Federal Home Loan Bank Stock .. ... ..o i, ' 3,687 0 0 3,687
Other iINVESIMENS .« . v v v v ettt e e e e e e 5,802 73 45 5,830
Tota] . oo $150,215 $2,112 $737 $151,590
Gross " Gross Estimated
Amortized Unrealized Unrealized Fair
Cost Gains Losses Value
2003:
U.S. Treasury SECUTItiEs . . . .« oo ovev vty $ 4080 $ 16 $ 0 $ 4,09
Obligations of U.S. Government sponsored enterprises ......... 98,068 806 569 98,305
Obligations of states and political subdivisions ............... 71,048 2,729 31 73,746
Federal Home Loan Bank Stock . . ... ..o oot 2,270 0 0 2,270
Other iNVESTMENES . . .ottt e ettt - 7,912 263 1 8,174
0 D $183,378  $3.814  $601  $186,591

Securities available for sale with a carrying value of approximately $96,250 and $82,006 at December 31,
2004 and 2003, respectively, were pledged to secure deposits of public funds and trust deposits. Additionally,
securities available for sale with a carrying value of approximately $7,423 and $7,448 at December 31, 2004 and
2003, respectively, were pledged to secure repurchase agreements.

Proceeds from the sales of securities available for sale were $46,496 in 2004, $28,189 in 2003 and $34,751
in 2002. Gross realized gains on the sale of these securities were $698 in 2004, $389 in 2003 and $875 in 2002,
and gross realized losses were $53 in 2004, $29 in 2003 and $2 in 2002.
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Maturities of securities available for sale as of December 31, 2004, are as follows:

Amortized Fair

‘Cost - Value
Duein 1 year orlesS .. .......ouirnrnoriiiiaeaaann, 0% 2553 $ 2,555
DUEIN 110 S YEaAIS « vttt e oottt e 36,450 36,721
DueinStol0years. .. ... " 30,992 31,428
Dueinover 10years ......... [P - 31,076 31,724
Mortgage backed securities . ............ . .o 49,144 49,162
Total . e $150,215  $151,590

The following table shows the Company’s combined investments’ gross unrealized losses and fair values, -
aggregated by.investment category and length of time that individual securities have been in a continuous
unrealized loss position, at December 31, 2004.

Less than 12 months 12 Months or more Total
Fair Unrealized  Fair Unrealized Fair Unrealized
Value Losses °  Value Losses Value Losses
Obligations of U.S. Government sponsored S
ENEETPTISES . v v v e e eiee e $44,389  $228  $21,045  $387  $65434  $615
Obligations of states and political
subdivisions ............ ... ... 9,411 57 1,765 20 11,176 77
Other investments ...............ccou.... 2,003 45 0 0 2,003 45
Total ... $55,803 $330 $22,810 $407 $78,613 $737

At December 31, 2004, the Company had 101 investment securities that were in an unrealized loss position
or impaired for the less than 12 months’ timeframe and 25 investments securities in an unrealized loss position or
impaired for the more than 12 months’ time frame. All of these investment securities’ impairments are deemed
by Management to be temporary. The majority of these securities are backed by 1-4 family mortgages. These
securities have fluctated with the changes in market interest rates on home mortgages. The securities not backed
by 1-4 family mortgages have changed due to current market conditions, and not due to credit concerns related to
the issuers of the securities. The Company does not expect any other-than-temporary -impairiments to develop
related to these investment securities.

Note 5. Loans

A summary of loans follows:

December 31,

2004 2003
Commercial, financial and agricultural ... .................... _ $345942  $399,192
Real estate — CONStIUCHON . . .. ov vttt i 194,865 59,316
Real estate — mortgage ..............oviuniiineiianiiinn., 303,999 173,248
Consumer, installment and singlepay ....................... 60,233 57,839
TOtal ot $905,039  $689,595
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In the normal course of business, the Banks make loans to directors, executive officers, significant
shareholders and their affiliates (related parties). Related party loans are made on substantially the same terms,
including interest rates and collateral, as those prevailing at the time for comparable transactions with other
customers, and in Management’s opinion do not involve more than the normal risk of collectibility. The
aggregate dollar amount of these loans was $46,795 at December 31, 2004, and $42,693 at December 31, 2003.
During 2004, $61,210 of new loans and advances were made, and principal repayments totaled $47,459. Changes
in parties designated as related parties resulted in a net decrease in related party loans of $9,649 from December
31, 2003 to December 31, 2004. Outstanding commitments to extend credit to related parties totaled $22,179 at
December 31, 2004.

At December 31, 2004 and 2003, non-accrual loans totaled $2,196 and $3,132, respectively. The amount of
interest income that would have been recorded during 2004, 2003 and 2002, if these non-accrual loans had been
current in accordance with their original terms, was $169, $152 and $156, respectively. The amount of interest
income actually recognized on these loans during 2004, 2003 and 2002 was $70, $45 and $121, respectively.

At December 31, 2004 and 2003, the recorded investments in loans that were considered to be impaired
under SFAS No. 114 were $2,196 and $3,132, respectively (all of which were carried on a non-accrual basis).
Included in this amount is $2,175 in 2004 and $3,044 in 2003 of impaired loans for which the related allowance
for loan losses is $795 in 2004 and $814 in 2003. The amounts of impaired loans that did not have specific
allowances for loan losses were $21 in 2004 and $88 in 2003. The average recorded investment amounts in
impaired loans during the years ended December 31, 2004 and 2003, were approximately $2,390 and $2,458,
respectively.

Loans include loans held for sale of $1,942 at December 31, 2004 and $3,201 at December 31, 2003 and are
accounted for at the lower of cost or market in the aggregate.

Note 6. Allowance for Loan Losses

The allowance for loan losses is summarized as follows:

Year Ended December 31,
2004 2003 2002

Balance at the beginning of year ...................... .. ..... $ 8342 $5381 $5328

Balance of acquired banks . ........ ... ... . L, 0 3,424 0

Provision charged to operating expense . .................. 4,017 2,082 910

Losseschargedoff ...... ... ... ... o i " (2,390) (2,849 (1,153)

RECOVETIES & v\ttt et e e e e e 275 304 296
Balance at theend of theyear ..., $10,244 $8342 $ 5,381
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Note 7. Premises and Equipment

Premises and equipment are summarized as follows:

Estimated December 31,
Lives 2004 2003
Land and land improvements .................oiiiiiiiiiiiay $11,873 $10,208
Bank buildings and improvements ... ........... .. i . 40 years 24,586 21,082
Furniture, fixtures and equipment . ................ ... ... . ..., . ... 3-10 years 15,698 13,876
Leasehold improvements . . ...ttt Lesser of

lease period
or estimated
useful life 2,439 2,477

Total ................... e e e : 54,596 47,643
Less accumulated dep;eciation and amortization ....................... 16,166 14,371
Premises and equipment —net .. ...ttt $38,430 $33,272

The provision for depreciation and amortization charged to operating éxpense in 2004,.2003, and 2002
amounted to $2,577, $1,405 and $1,466, respectively.

Note 8. Goodwill and Intangibié Assets

The following details the chaﬁges in the carrying amount of goodwill and information related to other
intangible assets for 2004 and 2003:

Mobile Eufaula  Santa Rosa Beach Total

Balance at December 31,2002 ... ... ... .. .. .. . ... $3,981 § 0 3 0 $ 3,981
Goodwill acquired at December 30,2003 ................... 0 20,085 17,886 - 37,971
Balance at Decémber 31,2003 ... ... ... ... 3,981 20,085 17,886 41,952
Balance at December 31,2004 ........... U $3,981 $20,085 = $17,886 $41,952

The Company’s intangible assets subject to amortization were $4,492 at December 31, 2004 and $5,241 at
December 31, 2003 with an original cost of $5,341 at both December 31, 2004 and 2003 and with accumulated
amortization of $749 at December 31, 2004 and $0 at December 31, 2003. Amortization expense for core deposit
intangible assets for the years ended December 31, 2004 and 2003 was $749 and $0, respectively. Such
intangible assets are amortized over 7 years. Estimated amortization expense related to other intangible assets for
the next five years is $749 per vear for the years 2005 through 2009.
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Note 9. Deposits

The following summary presents the detail of interest bearing deposits:

Interest bearing checking accounts ..................... ...
SavIngs ACCOUNTS . ...ttt
Money market savings accounts ........... ... ... ...
Time deposits ($100ormore) . ...,
Other time deposits . ......oiinin i,

December 31,
2004 2003

$139,667  $117,269
130,826 83,221
108,167 94,516
221,296 174,103
200,320 199,379

Total .. $800,276  $668,488
The following summary presents the detail of interest expense on deposits:
) Year Ended December 31,
2004 2003 2002

Interest bearing checking accounts ................... $§ 721 $ 627 § 1,024
Savings aCCOUNLS .. ... vtuve e 1,063 319 574
Money market savings accounts ......... ... 0L 1,023 436 894
Time deposits ($100 ormore) .......... ..., 3,738 2,782 3,213
Other time deposits . . ... ..o vt 3,998 3,115 4,979

Total ... ..ot e $10,543  $7,279  $10,684

The following table reflects maturities of time deposits at December 31, 2004:

Less than 1 year

1to5years 5 to 10 years Total

SIOD OT IMOTE . . oottt e e $187.427

$33,869 $ 0 $221,296
42,566 647 200,320

$76,435 $647 $421,616

Other time deposits .. .......oveiii i, 157,107
Total oot $344,534

Note 10. Short-Term Borrowings

Following is a summary of short-term borrowings:

Federal funds purchased ............... ... .. .. ... ... ..
Securities sold under agreement to repurchase ...............
Other short-term borrowings .. ..., ..

Total ...
Weighted average interest rate at year-end .. ................

Weighted average interest rate on amounts outstanding during the
year (based on average of daily balances) .................

December 31,

2004 2003
$ 7,345  $13,905
7,423 7,448
0 3,964
$14,768  $25,317
1.68% 91%
1.53% 2%
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Information concerning securities sold under agreement to repurchase summarized as follows:

2004 2003 2002
Average balance duringtheyear ...................... $ 6,629 36994 $6,836
Average intérest rate duringthe year ........... ... ..., .68% S1% 94%
Maximum month-end balances during the year . .......... $10,203  $9,375  $9,981

Federal funds purchased and securities sold under agreements to repurchase generally represented overnight
borrowing transactions. Other short-term borrowings consist of demand notes owed to the U.S. Treasury.

In 2004 and 2003, federal funds purchased had average balances of $11,156 and $949, respectively,
maximum month end balances of $21,986 and $13,905, respectively, and average interest rates during the year of
1.92% and 1.90%, respectively. At December 31, 2004 and 2003, federal funds purchased had interest rates of
2.62% and 1.25%, respectively. Federal funds purchased activity was not material in 2002.

At December 31, 2004 and 2003, securities sold under agreements to repurchase had interest rates of 0.75
percent and 0.50 percent, respectively. Included in the balances of securities sold under agreements to repurchase
at December 31, 2004 and 2003, were repurchase agreements to related parties of $2,102 and $2,532,
respectively.

Note 11. Federal Home Loan Bank:Advances and Long-Term Debt

Federal Home Loaﬂ Bank (FHLB) borrowings are summarized as follows:

December 31,
‘ , o 2004 2003 2002
Balance atthe end of the year ....................... $30,500  $20,500  $6,000
Average balance during theyear ..................... 22,136 12,473 6,000
Maximum month-end balances during the year . ......... 30,500 20,500 6,000
Daily weighted average interest rate during the year .. .. .. 2.57% 281% 5.67%
Weighted average interest rate at year-end ............. 2.72% 212%  5.67%

Information concerning rates, call dates and maturity datés at December 31, 2004 are as follows:

Amount Interest Rate Call Date
FHLB Advance due March 6,2006 ............... $10,000 1.77%  callable quarterly
FHLB Advance due November 2,2009 ........... 10,000 2.76 11/02/2006 (quarterly thereafter)
FHLB Advance due October 24,2005 ............ 6,500 2.28 not callable
FHLB Advance due November 10,2005 .......... 2,000 5.90 callable quarterly
FHLB Advance due June 23,2008 ............... 2,000 5.51%  callable quarterly
Total oo $30,500

Of the outstanding FHLB advances at December 31, 2004, $20.5 million had fixed interest rates and $10.0
million had a variable interest rate that reprices quarterly. The FHLB advances are secured by the borrowing bank’s
investment in FHLB stock, which totaled $3,687 and $2,270 at December 31, 2004 and 2003, respectively, and also
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by a blanket floating lien on portions of the borrowing bank’s 1 to 4 family residential mortgage loan portfolio
which totaled approximately $118,036. The FHLB advances require quarterly interest payments. If called prior to
maturity, replacement funding will be offered by the FHLB at the then current rate.

The Company created a business trust to issue trust preferred securities to finance a portion of the purchase
of CommerceSouth, Inc. This trust is not consolidated pursuant to Fin 46 and the trust’s sole asset is a loan from
the Company in the amount of $18,000. The payable to trust matures in 2033 and requires quarterly interest
payments. This payable has a floating rate based on three month LIBOR plus 2.90%. The Company does not
have the option to repay any part of this payable until 2008. This loan has covenants generally associated with
such borrowings which the Company was in compliance with at December 31, 2004. The payable to trust is
summarized as follows:

December 31, December 31,

. 2004 2003
Balance attheend of the year . .......................0. $18,000 $18,000
Average balance during the year ........................ 18,000 148
Maximum month-end balances during the year ............ ' 18,000 18,000
Daily weighted average interest rate during the year ........ 4.47% 4.07%
Weighted average interest rate at year-end .. .............. 5.40% 4.07%

Other long-term debt consists of a loan from an unrelated bank to the Company. This loan was obtained in
January of 2004 to finance a portion of the purchase of CommerceSouth, Inc. This loan is secured by a portion of
BancTrust’s stock of the Mobile Bank. This loan matures in 2008, requires monthly interest payments and has a
floating rate based on LIBOR plus 1.10%. The Company has the option to repay any part of the principal at any
time without penalty. This loan does not require principal payments until the end of the third year, at which time
the remaining principal must be amortized over the remaining life of the loan. This loan has covenants generally
associated with such borrowings which the Company was in compliance with at December 31, 2004. This loan is
summarized as follows:

December 31,
o 2008
Balance attheend oftheyear . ....... ... .. ... .. i $10,000
Average balance during the year ......... ... ... ... .. .. . . oo 9,891
Maximum month-end balances duringtheyear ......................... 10,000
Daily weighted-average interest rate during the year ..................... 2.59%
Weighted-average interestrate at year-end ..................... . ...... 3.39%
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Note 12. Accounting for Income Taxes

The components of income tax expense from continuing operations are as follows:

Year Ended December 31,
2004 2003 2002

Current income tax expense:

Federal ....... ... i e $4,495  $2376  $2,340

] 721 417 388 397
Total current income tax EXPENSE . vt 4,912 2,764 2,737
Deferred income tax expense (benefit):

Federal ... ... ... .. . . . . . . e (558) (405) 207

Al .t e (107 (68) 27
Total deferred income tax expense (benefit) .............. (665) (473) 234
Total income tax eXPense .. ... ..cvveernenrennnennnn.. $4,247  $2,291  $2,971

The components of income tax expense from discontinued operations are as follows:

Year Ended December 31,
2004 2003 2002

Current income tax expense:

Federal . ... ... i $1,218 $119  $(86)

At o 210 20 (11)
Total current income tax expense (benefit) .................. 1,428 139 o7
Deferred income tax expense:

Federal ... ... .. .. i 9 41 138

SHAtE oottt e 2 3 26
Total deferred income tax expense ...........ccovvniienn... 11 49 164
Total inCOme taX EXPENSE . ..« vvvevvt vy ... $1,439 5183 § 67

Total income tax expense from continuing operations differed from the amount computed using the
applicable statutory Federal income tax rate of 34 percent applied to pretax income for the following reasons:

Year Ended December 31,

2004 2003 2002

Income tax expense at statutory rate .................... $5,034  $2,819  $3,461
Increase (decrease) resulting from:
Tax exemptinterest .. ..........coouiiiniinnenean.. (940) (872) (879)
Reduced interest deduction on debt used to carry tax-exempt

SECUTILIES + v v et e e e P 39 46 67
State income tax, net of federal benefit ............... ... 215 212 286
Other, MEL ..ot e e et (101) 86 36
TOtal oo $4247  $2291 $2971
Effectivetaxrate .......... .. it 28.7%  27.6%  292%
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The tax effects of temporary differences that give rise to deferred tax assets and liabilities at December 31,
2004 and 2003 are presented below:

December 31,

2004 2003
Deferred tax assets:
Allowance for loan losses . . ... i $3843 §$3,128
Deferred cOmMpPensation . ... ...ovuvttrin e, 816 896
Accrued PEnsION COSE ... vttt 214 252
Other ... 478 396
Total deferred tax aSSetS . . .o vttt 5,351 4,672
Deferred tax liabilities:
Unrealized gain on securities available forsale ................... (515) (1,184
Core deposit intangibles . .......... ... ... . i i (1,684)  (1,965)
Differences between book and tax basis of property ............... (2,376)  (1,855)
Investment securities acquired in business combination ............ (379) 577)
OFRET . .. (137) (127)
Total deferred tax labilities .......... ... .. v .. (5,091)  (5,708)
Net deferred tax asset (liability) .............. ... . ... ........ $ 260 $(1,036)

There was no valuation allowance during either 2004 or 2003 as a result of the substantial amount of income
taxes paid in prior years. Management believes that is more likely than not that the results of future operations
will generate sufficient taxable income to realize the deferred tax assets.

Note 13. Retirement Plans

PENSION PLAN - BancTrust maintains a pension plan which generally provides for a monthly benefit
commencing at age 65 equal to 1% of the employee’s average monthly base compensation during the highest five
consecutive calendar years out of the 10 calendar years preceding retirement, multiplied by years of credited
service, not to exceed 40 years. The pension plan was frozen as of January 1, 2003, meaning that no new hires
after that date will participate in the plan.

Changes during the year in the projected benefit obligations and in the fair value of plan assets were as
follows:

Projected

Benefit Obligation

2004 2003
Balance at beginningof year . .......... ... .. . o oo $ 9,330  $9,052
ServiCe COSt ..o 549 524
INtErest COSt .« o ittt e e e e e 586 600
Benefitspaid ........ ... . (275) (625)
Actuarial (gain) 0SS .. .. ... e 121 22D
Balance,endofyear ....... ... . . i $10,311  $9,330
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Plan Assets
2004 ) 2003
Balance at beginningof year ............. ... .. . $6,100  $5,480
Return on plan assets .. ... ...ttt e 644 847
Employer contribution . . .. ........ ... o 941 398
Benefits paid .. ... . 275 ‘ (625)
Balance,end of year ........... ...ttt $7410  $6,100

The net pension liability recognized in the consolidated statements of condition was as follows:

2004 2003
Funded status .. ... .ooiir it e $(2,901) $(3.229)
Unrecognized transition obligation ................ ... ... . ... 26 26
Unrecognized prior SErViCe COSE ... v oot ettt 41 48
Unrecognized net1oss . . .. ... oot 2,132 2,296
Net pension liability recognized .. ....... ... ... ... . ... ..... $ (702) $ (B59)

The accumulated benefit obligation for the pension plan was $8,750 and $7,706 at December 31, 2004 and
2003, respectively.

Amounts recognized in the 2004 and 2003 consolidated statement of condition were as follows:

2004 2003
Accrued pension liability ........... ... ... .. i $(1,340)  $(1,605)
Intangible asset . ........ ... ... 67 74
Accumulated other comprehensive income . ........... ... ....... 571 672
Net amountrecognmized . ..., $ (702) % (859)

Components of the plan’s net cost were as follows:

2004 2003 2002

SeIVICE COSE . . oot e $549 $525 $ 511
Interest CoSt .. ... ... i P 586 600 528
Expectedreturnon plan assets . ................oieinn... (499)  (558) (624)
Net amortization .. ......vt it e eiir i 8 "7 9
Recognizednetloss . ......... .. i 140 92 0
Net PENSION COSt .. vttt et et e $784 $606 §$424

The weighted-average rates assumed in the actuarial calculations for the net periodic pension costs were:

2004 2003 2002

— —— —

DaSCOUNt . 6.40% 6.75% 7.25%

Annual salary increase ......... R 350 500 5.00
Long-term return on plan assets . ................ S 800 8350 8.0
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The expected long-term return on plan assets is based on historical returns on each of the categories.

The weighted average rates assumed in the actuarial calculations for the benefit obligations at November 30,
(the measurement date) include the following:

2004 203
DISCOUnt ... ... i 6.25% 6.40%
Annual salary increase .............. ... il .00% 3.50%

The weighted-average asset allocation of pension benefit plan assets at December 31 were:

2004 2003
Diebt SeCurities .. ..o v e 65.00% 70.00%
Equity Securities . ....... ... i 15.00% 15.00%
Other .o 20.00% 15.00%
Total 100.00% 100.00%

The target weighted-average asset allocation of pension benefit plans at December 31 were:

Asset Category 2004 2003
Debt Securities ... ... e 70%  70%-60%
Equity Securities . ........... it 20%  40%-30%
Other ... 10%

BancTrust expects to contribute $841 to the pension plan in 2003.

At December 31, 2004, the pension plan is expected to make the following benefit payments, which reflect
expected future service, as approximated:

2005 . % 215
2006 .. $ 324
2007 e $ 365
2008 $ 411
2000 $ 508
2000-2004 . .. $4,435

MOBILE BANK SUPPLEMENTAL PLAN - The Mobile Bank maintains an unfunded and unsecured
Supplemental Retirement Plan designed to supplement the benefits payable under the BancTrust pension plan for
certain key employees selected by the Mobile Bank’s Board of Directors. Each participant was a participant in a
pension plan of another bank prior to employment by the Mobile Bank. The Supplemental Plan is designed to
afford the participant the same pension that would be received under the BancTrust pension plan if the
participant were given years of service credit, as if the participant was employed by the Company during his or
her entire banking career, reduced by any benefits actually payable to the participant under the BancTrust
pension plan and any retirement benefit payable under any plan of another bank. Benefits for total and permanent
disability are supplemented in the same manner. Because the Supplemental Plan is intended to complement
benefits otherwise available to the participants, the exact amounts to be paid, if any, to any participant, cannot be
determined until retirement or disability. Management does not believe any current expense and any liabilities
associated with the Supplemental Plan are material.
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SAVINGS AND PROFIT SHARING PLAN - BancTrust maintains the BancTrust Financial Group, Inc.
Employee Savings and Profit Sharing Plan. Subject to certain employment and vesting requirements, all
BancTrust personnel are permitted to participate in the plan. An eligible employee may defer up to 10% of his or
her pay into the plan. The employer makes a matching contribution as follows: $1.00 for every $1.00 on the first
2%, $0.75 per $1.00 on the next 2% and $0.50 per $1.00 on the next 2%. The Company may also, at its
discretion, contribute to the plan an amount based on the Company’s level of profitability each year. The
Company made total contributions of $811, $444 and $478 during 2004, 2003, and 2002, respectively.

DEFERRED COMPENSATION PLANS - The Company maintains a deferred compensation plan for
certain executive officers and directors. The plan is designed to provide supplemental retirement benefits for its
participants. Aggregate compensation expense under the plan was $56 for the year ended December 31, 2004 and
$0 for previous years. The Company has purchased certain life insurance policies to partially fund the
Company’s obligations under such deferred compensation arrangements.

The Company maintains a grantor trust to allow its directors to defer their directors’ fees. Amounts earned
by the directors are invested in the Company’s common stock. The plan does not permit diversification into
securities other than the Company’s common stock and the obligation to the participant must be settled by the
delivery of a fixed number of shares of the Company’s common stock. The director is allowed to defer a portion
or all of his director fees. At December 31, 2004 and 2003, the grantor trust held 49 and 37 shares, respectively
of the Company’s common stock. These shares have been classified in equity as treasury stock. The related
deferred compensation obligation payable in common stock is also classified in equity.

Note 14. Earnings Per Share

Basic earnings per share are computed by dividing net income by the weighted average number of shares of
common stock outstanding during the years ended December 31, 2004, 2003 and 2002. Diluted earnings per
share for the years ended December 31, 2004, 2003 and 2002 are computed by dividing net income by the
weighted average number of shares of common stock outstanding and the dilutive effects of the shares awarded
under the 1993 and the 2001 Stock Option plans, based on the treasury stock method using an average fair value
of the stock during the respective periods. '

The following table presents the earnings per share calculations for the years ended December 31, 2004,
2003 and 2002. The Company excluded from the calculation of earnings per share 18, 38 and 155 shares for the
years ended December 31, 2004, 2003 and 2002, respectively, which shares were subject to options issued with
exercise prices in excess of the average market value per share.

) Net Weighted Earnings
December 31, 2004 Income  Average Shares Per Share
Basic:
Income from continuing operations ............. ..ot $10,560 10,981 $ 96
Income from discontinued operations ... .......... it 741 10,981 07
NELINICOME oottt ettt e e e e e e e e 11,301 10,981 $1.03
Dilutive stock options planshares . . .......... ... ... .o oL 93
Diluted:
Income from continuing Operations ..............c..oiiiinneininnn 10,560 11,074 $ .95
Income from discontinued operations ... ............ ... ... 741 11,074 .07
Netincome ............. P $11,301 11,074 $1.02
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) Net Weighted Earnings

December 31, 2003 Income Average Shares Per Share
Basic: .
Income from continuing OPerations . ... ......c.v.vroenenernaennnnnnn $6,001 8,754 $.68
Income from discontinued Operations . .............cov i 321 8,754 .04
NELINCOME . v v o e et e e e e e e e e e e 6,322 3,754 $.72
Dilutive stock options planshares . . .......... ... ... o oo 134
Diluted:
Income from continuing operations . ............ ... i, 6,001 8,888 $.67
Income from discontinued operations . .......... ... . ... ... 321 8,888 .04
NELINCOME .« .« o vttt et e e e e e e e e e e e e e s $6,322 8,888 $.71

i Net Weighted Earnings
December 31, 2002 Income Average Shares Per Share
Basic:
Income from continuing operations . ..., $7,208 8,658 $.84
Income from discontinued operations . ............... .. i, 115 8,658 01
NELINCOMIE o o vttt e e e e e e e e e e e e e 7,323 8,658 $.85
Dilutive stock options planshares .. ........... ... ... ... .o oo 38
Diluted:
Income fron continuing OPerations . ...............viuieuiununnen... 7,208 8,696 $.83
Income from discontinued operations .............. oo, 115 8,696 01
NELINCOMIE . . o v e e ot e e e e e e e e e e e e e $7,323 8,696 $.84

Note 15. Regulatory Matters

The Company’s principal source of funds for dividend payments is dividends from the Banks. Dividends
payable by a bank in any year, without prior approval of the appropriate regulatory body, are limited to the
bank’s net profits (as defined) for that year combined with its net profits for the two preceding years. The
dividends, as of January 1, 20035, that the Banks could declare, without the approval of regulators, totaled $6,673.

The Banks are subject to various regulatory capital requirements administered by the federal banking
agencies. Failure to meet minimum capital requirements can initiate certain mandatory and possibly additional
discretionary actions by regulators that, if undertaken, could have a direct material effect on the Banks’ financial
statements. Under capital adequacy guidelines and the regulatory framework for prompt corrective action, the
Banks must meet specific capital guidelines that involve quantitative measures of the Banks’ assets, liabilities,
and certain off-balance sheet items as calculated under regulatory accounting practices. The Banks’ capital
amounts and classtfications are also subject to qualitative judgments by the regulators about components, risk
weightings, and other factors.

Quantitative measures established by regulation to ensure capital adequacy require the Banks to maintain
minimum amounts and ratios (set forth in the tables below) of total and Tier I capital (as defined in the
regulations) o risk-weighted assets (as defined), and of Tier I capital (as defined) to average assets (as defined).
Management believes, as of December 31, 2004 and 2003, that the Banks meet all capital adequacy requirements
to which they are subject.
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As of December 31, 2004 and 2003, the most recent notification from the regulatory authorities categorized
the Banks as well capitalized under the regulatory framework for prompt corrective action. To be categorized as
well capitalized, the Banks must maintain minimurn total risk-based, Tier I risk-based, and Tier I leverage ratios
as set forth in the tables below.

The Federal Reserve System has allowed bank holding companies to include trust preferred securities in
“Tier 1 capital up to a maximum of 25% of Tier 1 capital. On March 1, 2005 the Federal Reserve System issued a
new rule (12 CFR Parts 208 and 225) that reduces the amount of trust preferred securities that may be included in
Tier 1 capital to 25% of Tier 1 capital less goodwill and any deferred tax liability. Under this new rule, all $18.0
million of trust preferred stock currently included by the Company in its calculation of Tier 1 and total capital
will continue to be included in Tier 1 and total capital. Consequently, Management does not believe this new rule
will have any material adverse impact on BancTrust; however, it does to some extent limit BancTrust’s ability to
utilize trust preferred securities as a capital raising strategy in the future.

Actual capital amounts and ratios are presented in the table below for the Banks and on a consblidated basis
for the Company. )

To Be Well
For Capital Capitalized Under
Adequacy Prompt Corrective
Actual Purposes Action Provisions
Amount Bf“_“ Amount Ratio Amount Ratio
December 31, 2004
Total Capital (to Risk Weighted Assets)
' Consolidated . .......................... $102,932 10.5% $78,531 8&.0%
Santa Rosa BeachBank .................. 24,653 9.5 20,813 8.0 $26,016 10.0%
EufaulaBank .......................... 18,462 102 14493 8.0 . 18,117 10.0
MobileBank . ............ ... .. ... ... ... 59,562 11.9 39,925 8.0 49,907 ~ 100
Sweet Water Bank ............ ... .. ..... 5201 12.3 3,386 8.0 4,233 10.0
Tier I Capital (to Risk Weighted Assets) '
Consolidated .. ........ S $ 92815 9.5% $39,266 4.0%
SantaRosaBeachBank .................. 21,601 8.3 10,406 4.0 $15,609 6.0%
EufaulaBank .......................... 16,691 9.2 7,247 4.0 10,870 6.0
MobileBank ...................... ... .. 54,798 11.0 19,963 4.0 29,944 6.0
Sweet WaterBank ...................... 4671 110 1,693 4.0 2,540 6.0
Tier I Capital (to Average Assets) :
Consolidated .. ...... ..., $ 92,815 8.3% $44,858 4.0%
SantaRosaBeachBank .................. 21,601 83 10,391 4.0 $15,586 6.0%
EufaulaBank .......................... 16,691 8.7 7,659 4.0 11,489 6.0
MobileBank . ..............coo. 54,798 8.9 24,538 4.0 36,807 6.0
Sweet Water Bank ...................... 4671 86 2,185 4.0 3,277 6.0
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To Be Well

For Capital Capitalized Under
Adequacy Prompt Corrective
Actual Purposes Action Provisions
Amount  Ratio Amount  Ratio Amount Ratio
December 31, 2003
Total Capital (to Risk Weighted Assets) .
Consolidated ......................... $92,153 11.3% $65,187 8.0%
SantaRosaBeachBank .............:.. 15249 105 11,631 8.0 $14,538 10.0%
EufaulaBank ............... P 17,323 11.8 11,768 8.0 - 14,710 10.0
MobileBank ......................... 55,440 125 35,419 8.0 44,274 10.0
SweetWaterBank . .................... 5,075 11.7 3467 8.0 4334 10.0
Tier I Capital (to Risk Weighted Assets)
Consolidated ......................... $83,546 103% $32,594 4.0%
Santa RosaBeachBank ................ 13,481 9.3 5,815 4.0 $ 8,723 6.0%
EufaulaBank........... e 15,692 10.7 5,884 4.0 8,826 6.0
MobileBank ......................... 51,208 11.6 17,709 4.0 26,564 6.0
Sweet WaterBank .. ................... 4,533 10.5 1,734 4.0 2,600 6.0
Tier I Capital (to Average Assets)
Consolidated ........ e $83,546 13.2% $25,344 4.0%
Santa RosaBeachBank ................ 13481 79 6,851 4.0 $10,277 6.0%
EufaulaBank ......................... 15,692 9.6 6,556 4.0 9,834 6.0
MobileBank ............... ... ... .... 51,208 89 22,908 4.0 34,363 6.0
SweetWaterBank . .................... 4533 B84 2,165 4.0 3,247 6.0

Note 16. Fair Value of Financial Instruments

SFAS No. 107, Disclosures about Fair Value of Financial Instruments, requires disclosure of fair value
information about financial instruments, whether or not recognized in the statement of condition, for which it is
practicable to estimate that value. In cases where quoted market prices are not available, fair values are based on
estimates using present value or other valuation techniques. Those techniques are significantly affected by the
assumptions used, including the discount rate and estimates of future cash flows. In that regard, the derived fair
value estimates cannot be substantiated by comparison to independent markets and, in many cases, could not be
realized in immediate settlement of the instrument. The use of different market assumptions and/or estimation
methodologies may have a material effect on the estimated fair value amounts. Also, the fair value estimates
presented herein are based on pertinent information available to Management as of December 31, 2004 and 2003.
Such amounts have not been comprehensively revalued for purposes of these financial statements since those
dates, and, therefore, current estimates of fair value may differ significantly from the amounts presented herein.

The following methods and assumptions were used by the Company in estimating its fair values disclosures
for financial instruments:

SECURITIES AVAILABLE FOR SALE - Fair values for securities available for sale are primarily based
on quoted market prices. If a quoted market price is not available, fair value is estimated using market prices for
similar securities.
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LOANS - For equity lines and other loans with short-term or variable rate characteristics, the carrying value
reduced by an estimate for credit losses inherent in the portfolio is a reasonable estimate of fair value. The fair
value of all other loans is estimated by discounting their future cash flows using interest rates currently being
offered for loans with similar terms, reduced by an estimate of credit losses inherent in the portfolio. The

discount rates used are commensurate with the interest rate and prepayment risks involved for the various types
of loans.

DEPOSITS - The fair value disclosed for demand deposits (i.e., interest and non-interest bearing demand,
savings and money market savings) is, as required by SFAS No. 107, equal to the amounts payable on demand at
the reporting date (i.e., their carrying amounts). Fair values for certificates of deposit are estimated using a
discounted cash flow calculation that applies interest rates currently being offered on certificates of deposit to a
schedule of aggregated monthly maturities.

FHLB ADVANCES AND LONG TERM DEBT - The fair value of the Company’s fixed rate borrowings
are estimated using discounted cash flows, based on the Company’s current incremental borrowing rates for
similar types of borrowing arrangements. The carrying amount of the Company’s variable rate borrowings
approximates their fair values.

COMMITMENTS TO EXTEND CREDIT AND STANDBY LETTERS OF CREDIT — The value of these
unrecognized financial instruments is estimated based on the fee income associated with the commitments which,
in the absence of credit exposure, is considered to approximate their settlement value. As no significant credit
exposure exists and because such fee income is not material to the Company’s f1nan01al statements at December
31, 2004 and 2003, the fair value of these comnutments is not presented.

Many of the Company’s assets and liabilities are short-term financial instruments whose carrying amounts
reported in the statement of condition approximate fair value. These items include cash and due from banks,
interest-bearing bank balances, federal funds sold, other short-term borrowings and accrued interest receivable
and payable balances. The estimated fair values of the Company’s remaining on-balance sheet financial
instruments as of December 31, 2004 and 2003, are summarized below.

2004 2003
Estimated Estimated
Carrying Fair Carrying Fair
Value Value Value Value
Financial assets: ‘
Securities available forsale .. ............. $151,590 $151,590 $186,591°  $186,591
Loans .. ..oii e e 893,447 891,808 680,460 683,402
Financial liabilities:
Deposits .. ..ot $986,904  $988,227  $811,145  $811,369
FHLB advance and long-term debt ......... 58,500 57,963 38,500 38,761

SFAS No. 107 excludes certain financial instruments and all non-financial instruments from its disclosure
requirements. The disclosures also do not include certain intangible assets, such as customer relationships,
deposit base intangibles and goodwill. Accordingly, the aggregate fair value amounts presented do not represent
the underlying value of the Company.
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Note 17. Commitments and Contingencies

In the normal course of business, there are outstanding commitments and contingent liabilities, such as
commitments to extend credit, letters of credit and others, which are not included in the consolidated financial
statements. These financial instruments involve, to varying degrees, elements of credit and interest rate risk in
excess of amounts recognized in the financial statements. A summary of these commitments and contingent
liabilities is presented below.

December 31,

. ) 2004 2003
Standby letters of credit ....... e e e $ 32437 § 22,843
Commitments to extend credit ............. ... ..., 172,204 135,689

The Company, as part of its ongoing operations, issues financial guarantees in the form of financial and
performance standby letters of credit. Standby letters of credit are contingent commitments issued by the-
Company generally to guarantee the performance of a customer to a third party. A financial standby letter of
credit is a commitment by the Company to guarantee a customer’s repayment of an outstanding loan or financial
obligations. In a performance standby letter of credit, the Company guarantees a customer’s performance under a
contractual non-financial obligation for which it receives a fee. The Company has recourse against the customer
for any amount it is required to pay to a third party under a standby letter of credit. Revenues are recognized over
the life éf the standby letter of credit. The maximum potential amount of future payments the Company could be
required to make under its standby letters of credit at December 31, 2004 was $32,437, and that sum represents
the Company’s maximum credit risk. At December 31, 2004, the Company had $324 of unearned fees associated
with standby letter of credit agreements. The Company holds collateral to support standby letters of credit when
deemed necessary. Collateral varies but may include accounts receivable, inventory, property, plant and
equipment, and income-producing commercial property.

At December 31, 2004, the Company was under contract to lease certain bank premises and equipment. The
terms of these contracts vary and are subject to certain changes at renewal. Future minimum rental payments
required under operating leases having initial or remaining non-cancelable terms in excess of one year as of
December 31, 2004 were not significant.

Rental expense under all operating leases amounted to $297, $195, and $153 in 2004, 2003, and 2002,
respectively.

The Company and its Banks are the subject of claims and disputes arising in the normal course of business.
Management, through consultation with the Company’s legal counsel, is of the opinion that these matters will not
have a material impact on the results of operations.

Note 18. Non-Interest Revenue

Components of other non-interest revenue are as follows:

Year Ended December 31,
2004 2003 2002
Mortgage loan referral fees ................... ... .. ... $1.899 $ 925 $ 707
OUReT .« o ot 1,853 1,110 849
Total .o $3,752  $2,035 $1,556
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Note 19. Non-Interest Expense

Components of other non-interest expense are as follows:

Year Ended December 31,

2004 2003 2002
Advertising ........ J SR $ 781 $ 336 $ 370
Data PrOCESSIIE . oo v v ettt ettt e 648" 108 86
Professional Services . ............oiiivieiiiii... 794 501 441
Stationery and supplies . .. ....... ... o 858 563 620
Telephone . ... 762 394 369
Other ..o e 5,265 4,007 3,678
Total ..o R $9,108  $5,909  $5.564

Note 20. Segment Reporting

Under Statement No. 131, Disclosure about Segments of an Enterprise and Related Information, certain
information is disclosed for the four reportable operating segments of the Company. The reportable segments are
determined using the internal management reporting system. They are composed of the Company’s significant
subsidiaries. The accounting policies for each segment are the same as those used by the Company as described
in Note 1 — Summary of Significant Accounting Policies. The segment resulits include certain overhead
allocations and intercompany transactions that were recorded at current market prices. All intercompany
transactions have been eliminated to determine the consolidated balances. During 2003 and 2004 the Company
merged its Brewton, Monroeville and Demopolis Banks into the Mobile Bank. All prior segment information has
been restated to reflect these mergers. The column “other” includes BancTrust and the Trust Company. The
results for the four reportable segments of the Company are included in the following table:

2004
Santa
Sweet Rosa
Mobile Water  Eufaula Beach All Elimi- Consoli-
Bank Bank Bank Bank Other nations dated

Total INtEIEStTEVENUE . ..o v vt e e ercneeeen e $ 29359 $2915+¢% 9246 $ 12350 $ 38 % 80) $ 53,828
Total interest eXpense .............o.oveuunnn S 5,923 559 2,136 2,887 1,062 (80) 12,487
Net interestrevenue . ............. e e 23,436 2.356 7,110 9,463 (1,024) ) 41,341
Provision for loan losses .. ............. oo 1,889 ) 120 585 1,423 4,017
Net interest income after provision . .. .......... e 21,547 2,236 6,525 8,040 (1,024) 37,324
Total non-interest revenue . .................... 4,730 546 1,966 2,157 1,848 (184) 11,063
Total non-interest eXpense ..................... 15,610 1,794 6,011 6,562 3,787 (184) 33,580
Income before taxes ...........coveverneinenn. 10,667 988 2,480 3,635 (2,963) 14,807
Provision for income taxes ... ...........c..0... . 3,329 345 742 1,302 (1,471) 4,247
Net income from continuing operations ........... $ 7338 $ 643 0§ 1,738 $ 2333 § (1,492) $ 10,560
Other significant items: :

Total @SSEES .+ .o v e vt et $629,277  $52,471  $217,720 $288,589 $152,661 $(149,496) $1,191,222

Total investment securities . ................ 111,648 . 7,495 20,086 11,398 963 151,590

Total loans, net of unearned income .......... 461,080 41493 161,683 239,426 903,691

Investment in subsidiaries . . ................ 291 146,805 (147,096)

Total interest revenue from customers ........ 29,359 2,915 9,196 12,320 38 53,828

Total interest revenue from affiliates ......... 50 30 (80)
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2003
Santa
Sweet Rosa )
Mobile Water  Eufaula Beach All Elimi- Consoli-
Bank Bank Bank Bank Other nations dated
Total interestrevenue . ...........c...ovuiunn. $ 28403 § 2907 $ 22 3 28 $ 33§ ) $ 31,391
Total interest expense ... .........ooovniieaao.. 6,994 684 4 7 9 ) 7,696
Net Interest reVenUe . ... .vv v v e nennennn 21,409 2,223 18 21 24 23,695
Provision forloanlosses ....................... 1,842 240 2,082
Net interest income after provision . .............. 19,567 1,983 18 21 24 21,613
Total non-interest revenue ..................... 5,356 570 6 4 1,723 () 7,652
Total non-interest expense . .................... 15,725 2,081 8 7 3,159 (@) 20,973
Income beforetaxes .......................... 9,198 472 16 18 (1,412) 8,292
Provision forincome taxes ..................... 2,675 125 5 6 (520) 2,291
Net income from continuing operations .. ......... $ 6523 § 347 % 11 3 12§ (892) $ 6,001
Other significant items: .
Totalassets(1) . ....................... *.. $598,704 $52,604 $184,227 $190,494 $175210 $(168,022) $1,076,900
Total investment securities ................. 143,552 7.821 21,860 12,639 719 186,591
Total loans, net of unearned income . ......... 377,254 41,422 127,582 142,544 688,802
Investment in subsidiaries . ................. 190 141,597 (141,787
Total interest revenue from customers ........ 28,403 2,907 22 28 31 31,391
Total interest revenue from affiliates ......... ' ' . 2 )
(1) Total consolidated assets includes assets of the Wewahitchka Bank of $43,683.
2002
Sweet
Mobile Water All Elimi- Consoli-
Bank Bank Other nations dated
Total INEErESt TEVENUE . .. ... ittt ettt ettt et e r e eia e $ 30,783 $ 3345 $ 31§ $ 34,159
Total interest XPENSE . .. ... ... ...oiiuieit e 10,065 1,035 5 11,105
NetintereSt FEVENUE . . . o oottt et et i e e et s 20,718 2,310 26 23,054
Provision for 1oan 10SSEs . ... ... .ottt e e 760 150 910
Net interest income after provision ...............oiiiiiiiiiin ... 19,958 2,160 26 22,144
Total NON-INterest revenue . ......covvevrnvnnenrneen.n. U 4,741 636 1,926 (12) 7,291
Total NON-INLEFESt EXPENSE . . . . v\ vttt et e et e e 14,725 1,892 2,651 (12) 19,256
Tncome Defore tAXES . . vttt e e 9,974 904 (699) 10,179
Provision for iNCOME TAXES .. .ottt t ittt it ettt s e et 2,965 264 (258) 2,971
Net income from continuing operations ................oviiviiinnninia.. $ 7009 $ 640 $ (441 $ 7,208
Other significant items:
Total @ssets(1) .« .. vttt et e e $568,794 351,808 $84,101 $(82,854) $665,810
Total investment SECUIHES .. .. v vttt et e e et e e 167,945 9,747 177,692
Total loans, net of unearned INCOME . .« . ..ot 352,112 38,340 390,452
Investment in subsidiaries . ......oviv i e 105 81,510 (81,615)
Total interest revenue from CUStOMErs . ... ...t nene s, 30,783 3,345 31 34,159

Total interest revenue from affiliates

(1) Total consolidated assets includes assets of the Wewahitchka Bank of $43,961.
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(Dollars and Shares in Thousands, Except Per Share Amounts)

Note 21. Comprehensive Income

Comprehensive income is the change in equity during a period from transactions and other events and
circumstances from non-owner sources. In addition to net income, the Company has identified changes related to
other non-owner transactions in the consolidated statement of shareholders’ equity and comprehensive income.
In the calculation of comprehensive income, certain reclassification adjustments are made to avoid double
counting items that are displayed as part of net income and other comprehensive income in that period or earlier
periods. The following table reflects the reclassification amounts and the related tax effect for the three years
ended December 31:

2004
Before After
Tax Amount Tax Effect Tax Amount
Unrealized losses arising during the period . ... ... $(1,179) $ (442) $ (737)
Less realized gains from continuing operations . . . . (645) (236) (409)
Less realized losses from discontinued
OPEIALIONS ..t ve ettt 24 9 15
Net change in unrealized loss on securities ....... (1,800) . (669) (1,131)
Additional minimum pension liability :
adjustment . ......... . i 101 38 63
Net change in unrealized losses ................ $(1,699) $ (631) $(1,068)
2003
Before After
Tax Amount Tax Effect Tax Amount
Unrealized losses arising during the period . .. .. .. $(1,093) $ 410) $ (683)
Less realized gains from continuing operations . . . . (360) (135) (225)
Less realized gains from discontinued
OPErations ... .cvveurrnnieeenineenuns (270) (10D) (169)
Net change in unrealized loss on securities ... .... (1,723) (646) (1,077)
Additional minimum pension liability
adjustment ........... .0l 258 97 161
Net change in unrealized losses ................ $(1,465) $ (549) $ (916)
2002
Before After
Tax Amount Tax Effect Tax Amount
Unrealized gains arising during the period ....... $ 4,379 $1,633 - $2,746
Less realized gains from continuing operations . . . . (873) (323) (550)
Less realized gains from discontinued
OPETALIONS v v ettt vttt e (16) (6) (10)
Net change in unrealized gain on securities . . ... .. 3,490 1,304 2,186
Additional minimum pension Liability
adjustment ............ i (930) (349) (581)
Net change in unrealized gains . .. .............. $ 2,560 $ 955 $ 1,605




BancTrust Financial Group, Inc.

Notes to Consolidated Financial Statements—(Continued)
For the Years Ended December 31, 2004, 2003 and 2002
(Dollars and Shares in Thousands, Except Per Share Amounts)

Note 22. Condensed Parent Company Financial Statements

Condensed Statements of Condition
December 31,

2004 2003
ASSETS
Cash and short-term investments ...................vvuinr.. $ 3,794 $ 31,070
Investment in subsidiaries — eliminated upon consolidation ...... 146,805 135,636
Investment in discontinued operations ....................... 0 5,961
Other assets .. ... 1,303 2,653
Total ... $151,902  $175,320
LIABILITIES
Longtermdebt .........c.uuiiiiiiii $ 28,000 $ 18,000
Acquisition related payable .......... ... .. oL 0 38,422
Other liabilities . ........ .o i et 1,719 2,232
Total liabilities .. ... ..ottt it 29,719 58,654
SHAREHOLDERS’ EQUITY
Preferred stock — no par value
Shares authorized — 500
Shares outstanding — none
Common stock — $.01 par value
Shares authorized — 20,000
Shares issued — 11,277 in 2004 and 11,186in2003 ........... 113 112
Capital surplus . ... ... 77,829 76,833
Accumulated other comprehensive income, net ................ 501 1,569
Deferred compensation payable in common stock .............. : 864 955
Retained earnings . .......... .. 46,148 40,560
Treasury stock, 256 in 2004 and 2003, atcost ................. (2,408) (2,408)
Common stock held in grantor trust, 49 in 2004 and 37 in 2003 . .. (864) (955)
Total shareholders’ equity . ............. ... .......... 122,183 116,666
Total .. $151,902  $175,320
Condensed Statements of Operations
Year Ended December 31,
2004 2003 2002
Cash dividends from subsidiaries .................... $ 4925 $18,650 $7,545
Otherincome .......... .. i, 93 0 15
Totalincome . ...t 5,018 18,650 7.560
Interest expense long termdebt ..................... 1,062 6 0
Expenses ~oOther ........covieierineninn... 722 1,122 790
Income before undistributed income of subsidiaries .. ... 3,234 17,522 6,770
(Dividends in excess of)/Equity in undistributed earnings
of subsidiaries .............. i i 7,326 (11,521 438
Income from continuing operations .................. 10,560 6,001 7,208
Income from discontinued operations . ................ 741 321 115
NEtINCOME .« . ot e e et e et $11,301 $ 6,322  $7.323




BancTrust Financial Group, Inc.

Notes to Consolidated Financial Statements—(Continued)
For the Years Ended December 31, 2004, 2003 and 2002
(Dollars and Shares in Thousands, Except Per Share Amounts)

Condensed Statements of Cash Flows

OPERATING ACTIVITIES
Net income from continuing operations . ............c..vuvurrinen. ...
Adjustments to reconcile net income to net cash provided by operating
activities:
(Dividends in excess of)/Equity in undistributed earnings of subsidiaries . . .
Other o

Net cash provided by operating activities .............. ... ... ... .. ...

INVESTING ACTIVITIES
Investment in subsidiary ........ ... L
Saleofland ... ..
Cash paid to acquisition shareholders ... ........ ... ... ... ... .....
Other .o e

Net cash provided by (used in) investing activities .....................

FINANCING ACTIVITIES
Proceeds from short term borrowing ......... ... .. ... .. .. oL
Repayments of short term borrowing .......... ... ... .. .. il
Cashdividends . . ... ..o
Proceed from issuance of long-termdebt ............ .. .. ... . ... ...
Proceeds from issuance of common stock .. ....... ... .. ... oo
Purchase of treasury stock . ... ... .. .

Net cash used in financing activities ........... ... ... .. .. ...
Net cash used in discontinued operations .............. ... .coiaun...

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS .. ...
CASH AND CASH EQUIVALENTS AT BEGINNINGOFYEAR ...........

CASH AND CASH EQUIVALENTS ATENDOFYEAR ..................
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Year Ended December 31,

2004 2003 2002
$ 10,560 $ 6,001 $ 7,208
(7,326) 11,521  (438)
926  (1,213) 145
4,160 16309 6915
(5,000) 0 0
0 0 396
(38,422) 0 0
0 738 (98)
43,422) 738 298
0 700 1,650
0  (700) (1,650)
(5,605) (4,550) (4,149)
10,000 18,000

889 387 71
0 0 (1,914
5284 13,837 (5,992)
6,702 0 (1,400)
(27.276) 30,884 (179
31,070 186 365
$ 3,794 $31,070 $ 186




Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure

There were no changes in or disagreements with accountants on accounting and financial disclosure.

Item 9A. Controls and Procedures
Evaluation of Disclosure Controls and Procedures

The Company’s Chief Executive Officer and Chief Financial Officer have evaluated the effectiveness of the
Company’s disclosure controls and procedures as of the end of the period covered by this annual report on Form
10-K. Disclosure controls are controls and other procedures that are designed to ensure that information required
to be disclosed in the reports filed or submitted under the Exchange Act is recorded, processed, summarized and
reported within the time periods specified in the Securities and Exchange Commission’s (SEC) rules and forms.
Disclosure controls and procedures include, without limitation, controls and procedures designed to ensure that
information required to be disclosed in the reports that the Company files or submits under the Exchange Act is
accumulated and communicated to Management, including its chief executive officer and chief financial officer,
as appropriate, to allow timely decisions regarding required disclosure. '

Based on their evaluation, the Company’s Chief Executive Officer and Chief Financial Officer believe the
controls and procedures in place are effective to ensure that information required to be disclosed complies with
the SEC’s rules and forms.

Management’s Report on Internal Control over Financial Reporting

Management of BancTrust Financial Group, Inc. is responsible for establishing and maintaining adequate
internal control over financial reporting. BancTrust’s internal control over financial reporting was designed under
the supervision of the Chief Executive Officer and Chief Financial Officer to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of published financial statements in accordance
with generally accepted accounting principles.

Management assessed the effectiveness of the company’s internal control over financial reporting as of
December 31, 2004. In making this assessment, it used the criteria set forth by the Committee of Sponsoring
Organizations of the Treadway Commission (COSO) in Internal Control-Integrated Framework.

Based on its assessment, Management believes that, as of December 31, 2004, BancTrust’s internal control
over financial reporting is effective.

BancTrust’s independent registered public accounting firm, KPMG LLP, has issued an attestation report on
Management’s assessment of the effectiveness of BancTrust’s internal control over financial reporting as of
December 31, 2004. The report, which expresses unqualified opinions on Management’s assessment, and on the
effectiveness of BancTrust’s internal control over financial reporting as of December 31, 2004, is included on
page 34 of this Annual Report on Form 10-K.

W. Bibb Lamar, Jr. F. Michael Johnson
Chairman and Chief Executive Officer Chief Financial Officer

Changes in Internal Controls

There were no changes in the Company’s internal controls, or in other factors that could significantly affect
these controls, subsequent to the date of their evaluation by the Chief Executive Officer and Chief Financial
Officer.
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Part I

Item 9B. Other Information

None

Item 10. Directors and Executive Officers of the Registrant

Certain information called for by Item 10 regarding BancTrust’s executive officers is included on page 10 in
Part I of this Report on Form 10-K under the caption “Executive Officers of the Registrant” pursuant to General
Instruction G. The balance of the information called for by Item 10 is set forth in BancTrust’s Proxy Statement
for the 2004 annual meeting under the captions “VOTING SECURITIES - Section 16(a) Beneficial Ownership-
Reporting Compliance”, “ELECTION OF DIRECTORS” and “CODE OF ETHICS” and is incorporated herein
by reference.

Item 11. Executive Compensation

The information called for by Item 11 is set forth in BancTrust’s Proxy Statement for the 2005 annual
meeting under the caption “EXECUTIVE COMPENSATION” and is incorporated herein by reference.

Item 12. Security Ownership of Certain Beneficial Owners and Management

The information called for by Item 12 is set forth in BancTrust’s Proxy Statement for the 2005 annual
meeting under the captions “VOTING SECURITIES - Security Ownership of Directors, Nominees, 5%
Stockholders and Officers” and “Equity Compensation Plan Information” and is incorporated herein by
reference.

Item 13. Certain Relationships and Related Transactions

The information called for by Item 13 is set forth in BancTrust’s Proxy Statement for the 2005 annual
meeting under the caption “CERTAIN TRANSACTIONS AND MATTERS” and is incorporated herein by
reference.

Item 14. Principal Accountant Fees and Services

The information called for by Item 14 is set forth in BancTrust’s Proxy Statement for the 2005 annual
meeting under the heading “INDEPENDENT ACCOUNTANTS” and is incorporated herein by reference.




Part IV
Item 15. Exhibits, Financial Statement Schedules

(a) 1. Financial Statements.
The following consolidated financial statements of the registrant and its subsidiaries and Reports of
Independent Registered Public Accounting Firm are included in Item 8 above:
Reports of Independent Registered Public Accounting Firm
Consolidated Statements of Condition as of December 31, 2004 and 2003
Consolidated Statements of Income for the years ended December 31, 2004, 2003 and 2002

Consolidated Statements of Shareholders’ Equity and Comprehensive Income for the years ended December 31,
2004, 2003 and 2002

Consolidated Statements of Cash Flows for the years ended December 31, 2004, 2003 and 2002

Notes to Consolidated Financial Statements.

(a) 2. Financial Statement Schedules

None.

(a) 3. Exhibits:

(3) Articles of Incorporation and By-Laws.

1. Amended and Restated Articles of Incorporation of BancTrust Financial Group, Inc., filed as exhibit (3).6
to BancTrust’s Annual Report on Form 10-K for the year ended December 31, 2002 (No 0-15423) are
incorporated hereby by reference.

2. Bylaws of SAB Newco, Inc., filed as Exhibit (3).3 to the registrant’s Annual Report on Form 10-K for the
year ended December 31, 1996 (No. 0-15423), are incorporated herein by reference.

{4) Instruments defining the rights of security holders, including indentures.

1. Amended and Restated Articles of Incorporation of BancTrust Financial Group, Inc,, filed as exhibit (3).6
to BancTrust’s Annual Report on Form 10-K for the year ended December 31, 2003 (No. 0- 15423) are
incorporated hereby by reference.

2. Bylaws of SAB Newco, Inc. filed as Exhibit (3).3 to the registrant’s Annual Report on Form 10-K for the
year ended December 31, 1996 (No. 0-15423), are incorporated herein by reference.

3. Specimen of Common Stock Certificate of South Alabama Bancorporation, Inc., filed as Exhibit (4).4 to
the registrant’s annual report on 10-K for the year ended 1996 (No. 0-15423), is incorporated herein by reference.

(10) Material Contracts.
1. *The Bank of Mobile Retirement Plan (Restated), dated September 12, 1990, filed as Exhibit (10).8 to the
registrant’s annual report on Form 10-K for the year 1991 (No. 0-15423), is incorporated herein by reference.

2. *Contracts pursuant to Supplemental Retirement Plan of The Bank of Mobile, N.A, effective January 1,
1988, filed as Exhibit (10).7 to the registrant’s annual report on Form 10-K for the year 1990 (No. 0-15423), are
incorporated herein by reference.
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3. *Restated Contracts pursuant to Supplement Retirement Plan of The Bank of Mobile, dated April 1, 199&,
filed as Exhibit (10).10 to registrant’s Form 10-K for the year 1992 (No. 0-15423), is incorporated herein by
reference.

4, *First National Bank Employees’ Profit Sharing Plan, as amended and restated effective January 1, 1989,
filed as Exhibit (10).12 to registrant’s annual report on Form 10-K for the year 1993 (No. 0-15423), is
incorporated by reference.

5. *First National Bank Employees’ Pension Plan, as amended and restated effective January 1, 1989, filed
as Exhibit (10).13 to registrant’s Form 10-K for the year 1993 (No. 0-15423), is incorporated herein by reference.

6. *Split Dollar Insurance Agreements of First National Bank, filed as Exhibit (10).15 to registrant’s annual
report on Form 10-K for the year 1993 (No. 0-15423), is incorporated herein by reference.

7. *Deferred Compensation Agreements of First National Bank, filed as Exhibit (10).16 tc registrant’s
annual report on Form 10-K for the year 1993 (No. 0-15423), is incorporated herein by reference.

8. *South Alabama Bancorporation 1993 Incentive Compensation Plan dated October 19, 1993 as adopted /
by shareholders May 3, 1994 filed as Exhibit (10).18 to registrant’s form 10-K for the year 1994 (No. 0-15423),
is incorporated herein by reference.

9. Lease, entered into April 17, 1995 between Augustine Meaher, Jr., Robert H. Meaher individually and
Executor of the Estate of R. Lloyd Hill, Joseph L. Meaher and Augustine Meaher, III, and The Bank of Mobile,
filed as Exhibit (10).1 to registrant’s Form 10-Q for the Quarter ended June 30, 1995 (No. 0-15423), is
incorporated herein by reference.

10. Lease, entered into April 17, 1995 between Augustine Meaher, Jr. and Margaret L. Meaher, and The
Bank of Mobile, filed as Exhibit (10).2 to registrant’s Form 10-Q for the Quarter ended June 30, 1995 (No.
(0-15423), is incorporated herein by reference.

11. Lease, entered into April 17, 1995 between Hermione McMahon Sellers (f/k/a Hermione McMahon
Dempsey) a widow, William Michael Sellers, married, and Mary S. Burnett, married, and The Bank of Mobile,
filed as Exhibit (10).3 to registrant’s Form 10-Q for the Quarter ended June 30, 1995 (No. 0-15423), is
incorporated herein by reference.

12. Lease, entered into May 1, 1995 between Augustine Meaher, Jr., Robert H. Meaher individually and
Executor of the Estate of R. Lloyd Hill, Joseph L. Meaher and Augustine Meaher, III, and The Bank of Mobile,
filed as Exhibit (10).4 to registrant’s Form 10-Q for the Quarter ended June 30, 1995 (No. 0-15423), is
incorporated herein by reference.

13. *Change in Control Compensation Agreement, dated as of November 14, 1995, between The Bank of
Mobile and W. Bibb Lamar, Jr., filed as Exhibit (10).24 to the registrant’s annual report on Form 10-K for the
year 1995 (No. 0-15423), is incorporated herein by reference.

14. *Change in Control Compensation Agreements, between The Bank of Mobile or First National Bank,
Brewton and certain officers filed as Exhibit (10).25 to the registrant’s annual report on Form 10-K for the year
1995 (No. 0-15423), is incorporated herein by reference.

15. *Monroe County Bank Profit Sharing Plan, Amended and Restated January 1, 19809, filed as Exhibit
{10).23 to the registrant’s anmnual report on Form 10-K for the year 1996 (No. 0-15423), is incorporated herein by
reference.
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16. *Monroe County Bank Pension Planas Amended and Restated January 1, 1989, filed as Exhibit (10).24
to the registrant’s annual report on Form 10-K for the year 1996 (No. 0-15423), is incorporated herein by
reference.

17. *Amendment Number One to South Alabama Bancorporation 1993 Incentive Compensation Plan, dated
May 9, 1997 filed as Exhibit (10).28 to the registrant’s annual report on Form 10-K for the year 1997 (No.
0-15423), is incorporated herein by reference.

18. *Change in Control Compensation Agreement dated as of March 31, 1997, by and between the
registrant and John B. Barnett, III, filed as Exhibit (10).29 to the registrant’s annual report on Form 10-K for the
year 1997 (No. 0-15423), is incorporated herein by reference.

19. Ground Lease Agreement, dated March 31, 1999, by and between Northside, Ltd. and the Mobile Bank,
filed as Exhibit 10.29 to the registrant’s Registration Statement on Form S-4 filed on July 2, 1999 (No.
333-82167), is incorporated herein by reference.

20. *Amendment No. 2 to South Alabama Bancorporation 1993 Incentive Compensation Plan, filed as
Exhibit 10.30 to the registrant’s Registration Statement on Form S-4 filed on July 2, 1999 (No. 333-82167), is
incorporated herein by reference.

21. *South Alabama Bancorporation Employee Savings and Profit Sharing Plan, filed as Exhibit 10.31 to
the registrant’s Registration Statement on Form S-4 filed on July 2, 1999 (No. 333-82167), is incorporated herein
by reference.

22. *South Alabama Bancorporation, Inc. 2001 Incentive Compensation Plan filed as Appendix B to the
registrant’s Proxy Statement on Schedule 14A filed on April 30, 2001 (No. 0-15423), is incorporated herein by
reference.

23. Agreement and Plan of Merger dated as of July 23, 2003, as amended, between the registrant and
CommerceSouth, Inc. filed as Appendix A to the registrant’s Registration Statement on Form S-4 filed on August
28, 2003 (No. 333-108295), as amended, is incorporated herein by reference.

* Indicates compensatory plan identified pursuant to Item 14(a)(3) of Form 10-K.

(21) Subsidiaries of the registrant.

1. Subsidiaries of BancTrust Financial Group, Inc.

(23) Consents
1. Consent of KPMG LLP
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(31) Rule 13(a)-14(a)/15(d)-14(a) Certifications

1. Certification by the Chief Executive Officer pursuant to Rule 13(a)-14(a)/15(d)-14(a) of the Securities
Exchange Act of 1934, as amended, as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

2. Certification by the Chief Financial Officer pursuant to Rule 13(a)-14(a)/15(d)-14(a) of the Securities
Exchange Act of 1934, as amended, as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

(32) Section 1350 certifications

1. Certification by the Chief Executive Officer Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002

2. Certification by the Chief Financial Officer Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002




SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant
has duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

BANCTRUST FiNnaNciaL GROUP, INC.

By: /s/ F. Michael Johnson

F. Michael Johnson
Chief Financial Officer and Secretary

Dated: March 14, 2005

Pursuant to the requirements of the Securities Exchange Act of 1934 this report has been signed below by
the following persons on behalf of the registrant and in the capacities and on the dates indicated.

Name

/s/ W.BiBB LAMAR, JRr.

W. Bibb Lamar, Jr.

/s/  F. MICHAEL JOHNSON

F. Michael Johnson

/s/ STEPHEN G. CRAWFORD

Stephen G. Crawford

/s/ DaviD C. DE LANEY

David C. De Laney

Robert M. Dixon

Gregory G. Faison

/s/  JAMES A. FAULKNER

James A. Faulkner

Broox G. Garrett, Jr.

W. Dwight Harrigan

James P. Hayes, Jr.

/s/ CLIFTON C. INGE

Clifton C. Inge

Title

President and CEQO (Principal
executive officer)

Chief Financial Officer and Secretary

(Principal financial and accounting

officer)

Director

Director

Director

Director

Director

Director

Director

Director

Director
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Date

March 14, 2005

March 14, 2005

March 14, 2005

March 14, 2005

March 14, 2005

March 14, 2005




Name

/s/ W.BIBB LAMAR, JR.

W. Bibb Lamar, Jr.

/s/ JoHN H. LEWIs, JR.

John H. Lewis, Jr.

Harris V. Morrissette

/s/ J. STEPHEN NELSON

J. Stephen Nelson

/s/ PAUL D. OWENS, JR.

Paul D. Owens, Jr.

Dennis A. Wallace

/s/ EaRL H. WEAVER

Earl H. Weaver

Title

Director
Director
Director
Diréctor and Chairman
Director
Director

Director
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Date

March 14, 2005

March 15, 2005

March 14, 2005

March 14, 2005

March 14, 2005




SEC Assigned

Exhibit No.

21).1
(23).1
- (3.1

(31).2

(32).1

(32).2

EXHIBIT INDEX

Description of Exhibit

Subsidiaries of BancTrust Financial Group, Inc.
Consent of KPMG LLP

Certification of Chief Executive Officer pursuant to Rule 13(a)-14(a)/15(d)-14(a) of
the Securities Exchange Act of 1934, as amended, as adopted pursuant to Section 302
of the Sarbanes-Oxley Act of 2002

Certification of Chief Financial Officer pursuant to Rule 13(a)-14(a)/15(d)-14(a) of
the Securities Exchange Act of 1934, as amended, as adopted pursuant to Section 302
of the Sarbanes-Oxley Act of 2002

Certification of the Chief Executive Officer pursuant to 18 U.S.C. § 1350, as adopted
pursuant to § 906 of the Sarbanes-Oxley Act of 2002

Certification of the Chief Financial Officer pursuant to 18 U.S.C. § 1350, as adopted
pursuant to § 906 of the Sarbanes-Oxley Act of 2002
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Branch Locations in Alabama
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Brewton, Daphne, Demopolis, Eufaula, Foley, Gulf Shores, Linden, Mobile, Monroguville,
Montgomery, Prattuille, Saraland, Sweet Water, Thomasville

Branch Locations in Florida

Crestview, Destin, Freeport, Grayton Beach, Lynn Haven, Niceville, Panama City Beach,

Santa Rosa Beach




Results of Operation 2004 92003 92002 2001 2000
Interest Revenue $53,828 $31,391 $34,159 $40,317 $43,420
Interest Expense 12,487 7,696 11,105 17,695 19,461
Net Interest Revenue 41,341 23,695 23,054 22,622 23,959
Provision For Loan Losses 4,017 2,082 910 1,787 1,235
Non-Interest Revenue 11,063 7,652 7,291 6,341 5,392
Non-Interest Expense 33,5680 20,973 19,256 18,436 17,598
Income From Continuing
Operations Before Income Taxes 14,807 8,292 10,179 8,740 10,518
Income Taxes 4,247 2,291 2,971 2514 3,071
Income From
Continuing Operations 10,560 6,001 7,208 6,226 7,447
Income From Discontinued
Operations Before Income Taxes 2,180 509 182 0 0
Income Taxes 1,439 188 67 0 0
Income From
Discontinued Operations 741 321 115 0 0
Net Income $11,301 $6,322 $7,323 $6,226 $7,447
Basic Net Income Per Share
From Continuing Operations $.96 $.68 $.84 $.7% $.87
Basic Net Income Per Share
From Discontinued Operations $.07 $.04 $.01 $.00 $.00
Diluted Net Income Per Share
From Continuing Operations $.95 $.67 $.83 $.73 $.87
Diluted Net Income Per Share
From Discontinued Operations $.07 $.04 $.01 $.00 $.00
Basic Net Income Per Share $1.03 $.72 $.85 $.78 $.87
Diluted Net Income Per Share $1.02 $.71 $.84 $.73 $.87
Cash Dividends Declared Per Share $.52 $.52 $.48 $.44 $.40
Year-End Statement of Condition
Total Assets $1,191,222 $1,076,900 $665,810 $592,372 $577,116
Loans, Net of Unearned Income 903,691 688,802 390,452 382,313 378,353
Deposits 986,904 811,145 524,738 501,477 486,835
Shareholders’ Equity 122,183 116,666 80,904 73,914 70,835
Average Balances
Total Assets $1,109,679 $678,596 $636,497 $576,381 $555,507
Average Earning Assets 944,878 587,928 561,834 536,380 514,999
Loans 766,928 410,290 383,829 382,318 367,281
Deposits 876,844 531,650 513,470 486,012 468,137
Shareholders’ Equity 119,820 82,136 78,658 73,204 66,604
Performance Ratios
Net Income To:
Average Total Assets 1.02% 0.93% 1.15% 1.08% 1.34%
Average Shareholders’ Equity 9.43% 7.70% 9.31% 8.50% 11.18%
Average Shareholders’ Equity
to Average Total Assets 10.80% 12.10% 12.36% 12.70% 11.99%
Dividend Payout Ratio 54.10% 71.97% 56.66% 60.25% 46.05%



Ll




